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Diagram of one of four B&W Radiant Reheat Boilers with natural circulation. Designed for 
outdoor installation, each unit has a steam capacity of 1,080,000 Ib per hr. Design pressure 
is 2050 psi and steam at 1850 psi will be superheated to 1000 F, with reheat to 1000 F. 


the emphasis on low initial cost, high efh- sighted planning of this utility. 
, and reliability of operation, Pacific Gas and The installation of four B&W Radiant Relat 
ic Company has built its new Pittsburg Plant Boilers will give the big Pittsburg Plant a steam 
keep ahead of the increasing demands of this capacity of over 4,000,000 Ib per hr. Designed v ith 
vily industrialized California area. With a gen- B&W Cyclone Steam Separators for natural cit- 
capacity of 600,000 kw, it is the largest culation, each unit is equipped to burn oil and 
generating station yet built west of natural gas with provision for later conversion to 

Mississippi River and is indicative of the far- coal if this becomes desirable. 
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This outstanding station represents a combination 
of new engineering trends and sound design prac- 
tices. The B&W steam generators at the Pittsburg 
Piant are among the most modern of their type; 
one more example of the unending cooperative 
efforts of power company and B&W engineers 
working together for almost a century to attain 
ever-higher peaks of efficiency in power generation. 
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One of the huge steam drums being jockeyed 
into place. Each drum weighs more than 150 
tons and is 56 feet long. 


P. G. and E.’s new modern Pittsburg Plant is the largest stea 
electric generating station in the West. Everything except th 
control room, firing aisles and ends of turbines is outdoor: 
Bechtel Corp., engineers. 


Front of boiler furnace wall under construction. 
Openings are for the 16 burners with which 
each unit is equipped. 





BOILER 
DIVISION 


— the elections over and the 
controversial Dixon-Yates contract 
cleared by party vote of the congressional 
Joint Atomic Energy Committee, the 
future of the so-called public power issue 
still remains an enigma. There are those 
who feel that this issue played a decisive 
part in the closely decided congressional 
balloting. There are those who, like Sena- 
tor Kefauver (Democrat, Tennessee), 
predict that the Dixon-Yates contract to 
supply TVA with replacement energy 
from a private company plant will con- 
tinue to be a “running sore” of political 
agitation. 


WHETHER these conclusions are sound 
or unsound, it is apparent that the public 
ownership question is getting a lot more 
attention from the professional politicians, 
these days, than it probably got from the 
average American voter who cast his ballot 


at the polls last month. One of the diff- 
culties with our American electoral sys- 
tem—unmatched though we may think it 
is by any other system—is the seeming 
compulsion of the candidates to explain 
what happened to make them win or lose. 


Wuat the losing candidates may think 
about their failure to score can be written 
off as of little importance. But what a win- 
ning candidate thinks is the reason: for his 
success can have a great deal of influence 
on how he will perform in Congress. Some 
cynical observers have suggested, in view 
of the close gubernatorial election result 
in New York state, that the winning can- 
didates might have been elected by a snow- 
storm in the upstate area—enough to keep 
an infinitesimal balance of voters away 
from the polls. But this does not prevent 
the successful candidates from talking 
about their “mandate,” and acting accord- 
ingly. 


On the congressional scene, we see this 
tendency of successful candidates to vindi- 
cate their own elections based upon some 
very debatable assumptions. The Oregon 
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ALFRED M. COOPER 


senatorial contest was decided by a hand- 
ful of votes from an electorate which 
turned down decisively three different 
public ownership proposals during the 
same balloting. A pre-election poll indi- 
cated that only one out of five voters knew 
what the respective attitudes of the major 
party candidates were on the public 
power issue. Yet the Independent Senator 
Morse, who was not a candidate in the 
election, speaks of the “overwhelming re- 
jection” of the administration’s power 
policy, and so on. 


tL is a real danger that the top 
leadership of our major parties can be 
influenced or persuaded to the belief that 
the public power issue must necessarily be- 
come a fundamental and lasting difference 
between the two parties. And that would 
be an unfortunate result for the future of 
sober decisions on important policy mat- 
ters affecting public service. 


THE Truman administration, for ex- 
ample, made two atomic energy power 
supply arrangements with private utility 
interests similar in net result to the Dixon- 
Yates arrangement—with the notable dif- 
ference that TVA was not made an inter- 
mediary party to the contract. These agree- 
ments under Democratic sponsorship 
brought no substantial criticism in the 
Democratic 82nd Congress. They seem to 
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and step up sales—through the 
systematic use of Long Distance. 


Hundreds of firms save time 
and money through the planned 
use of Long Distance. We have 
specific suggestions based on their 
experience and we'll be glad to 
pass them along to you. Just call 
the Bell telephone business office 
and a representative will visit you 
at your convenience. 
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LONG DISTANCE RATES ARE LOW 


Here are some examples: 


Baltimore to Philadelphia. .... 55¢ 
Cleveland to Pittsburgh....... 60¢ 
Dallas to New Orleans....... $1.25 
Chicago to New York........ $1.50 


Los Angeles to Washington... . $2.50 


These are daytime Station-to-Station rates for the 
first three minutes. They do not include the federal 
excise tax. Long Distance rates are even lower after 
6 o'clock every night and all day Sunday. 


Call by Number. It’s Twice as Fast. 








PAGES WITH THE EDITORS (Continued) 


be working out satisfactorily. All of which 
indicates that, in an unemotional and non- 
political atmosphere, a good bargain for a 
firm power supply can be reached without 
regard to who builds or operates the plant, 
and without regard to the political party 
in control. 


Tue danger of the public power ques- 
tion being maneuvered into a dedicated 
issue between the two major parties is 
similar in some respects to the danger that 
labor union regulation and allied matters 
can be maneuvered into a dedicated issue 
between the two parties. As to the latter 
possibility, it is well known that responsible 
elements of the Democratic party resent 
any idea of labor union chieftains captur- 
ing control of their party and making it 
into a Labor party, such as exists in Great 
Britain. Responsible elements of the 
Democratic party would doubtless resent 
equally any idea of converting their party 
into a socialist party, committed to the 
expansion of public ownership in the 
power business or any other business. But 
zealots on both of these questions would 
welcome such a result, because it would 
give their programs at least an equal 
chance of absolute approval in future elec- 
tions. 


SoME time before the next general elec- 
tion, it may be possible for industry states- 
men and political statesmen to get together 
on a program of avoiding any such par- 
tisan manipulation, in which the American 
people as a whole would have no effective 
power of choice. Private enterprise in the 
public utility business, or in American 
business generally, will be in real peril if 
either one of our major parties is ever 
thrust into a position of open hostility to, 
or demanding the extinction of, such enter- 
prise. This is looking a long way ahead, 
but it could happen here just as it happened 
in Great Britain. 


— was made last August by the 
New York State Power Authority on 
the proposed St. Lawrence power develop- 
ment, now in the process of construction. 
This is one public power project against 
which private industry made no serious 
objections or suggestions that it could be 
reserved or turned over to private company 


development (unlike the Niagara situa- 
tion). 


THE opening article in this issue is a 
critical analysis of this latest report. Our 
author finds that this latest document is 
the product of a high-caliber engineering 
firm and not in any sense designed to ob- 
tain public support—now that the au- 
thority has an FPC license to go ahead. 
CLARENCE W. Mayort, well-known 
power engineer of Hartford, Connecticut, 
has written this critical analysis. Born in 
Cohoes, New York, in 1887, and gradu- 
ated as an electrical engineer from Rens- 
selaer Polytechnic Institute, Troy, New 
York, Mr. Mayorr has a good personal 
background in the empire state. He be- 
came connected with The Hartford Elec- 
tric Light Co. in 1911, and has become a 
nationally known figure in the field of elec- 
trical engineering and power system co- 
ordination. His writings on these subjects 
have been numerous and have been in 
wide use in the economic and engineering 
libraries of universities. For twenty-one 
years he was manager of the Connecticut 
Valley Power Exchange. For four years 
during World War II, he was power sys- 
tem co-ordinator under J. A. Krug, then 
chief of the old OPA. Following the war, 
Mr. Mayort became assistant president 
of The Hartford Electric Light Co., al- 
though he has been called back several 
times since then for special government 
consulting assignments. 


* * * 


iow article beginning on page 745 by 
ALFRED M. Cooper, professional 
writer of business articles of Indio, Cali- 
fornia, gives us a penetrating description 
of the utility consumer’s mind and the ef- 
fect of contacts with public utility em- 
ployees. The average contact employee 
rarely misrepresents facts to the consumer 
deliberately. But he may guess at some- 
thing rather than check on the accuracy of 
his information. 


THE next number of this magazine will 
be out December 23rd. 


Fh, Bitte. 
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his Customer Service Counter is a complete work- 
b station for all cashiering and bookkeeping 
erations. It provides the highest degree of effi- 
ncy, in the smallest amount of space. 
The customer has ideal counter height for making 
checks and applications. There’s even a con- 
uous parcel shelf, encouraging customers to step 
de so that the next in line may be served. 
The clerk always faces the customer...wastes no 
e walking from bookkeeping desk to counter and 
ck. Customers are served more promptly, efficient- 
and courteously. The “extra” desk is eliminated. 
With complete facilities within arm’s reach, the 
bk works seated comfortably at her desk, ending 
p usual “standing” counter cashiering, with the 
igue and errors which are bound to result. 
In !arger offices, two or more units may be joined, 
oviiing any desired number of work stations. 
gly. or in combination, these sections have the 
h appearance of custom-made counters, but pro- 
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Coming IN THE NEXT ISSUE 
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SOUTHERN GAS INDUSTRY MIDDLE MANAGEMENT SINGS A NEW SONG 


A little more than a year ago there appeared in PUBLIC UTILITIES FORTNIGHTLY 
an article by Harold H. Young, senior partner of Eastman, Dillon & Co., emphasizing 
the importance of the work done by the utility company district men. The widespread 
favorable reaction to this article caused a number of top utility management officials 
to think very seriously about the "middle management" people of their organization 
who actually carry on the mechanics of the utility operation, from day to day, at the 
arass-roots level. But one group of gas utility management people went further. They 
organized to do something about the “unsung hero''—the district manager. Out of 
this organization there was developed a course established at a Texas college, known 
as the Southern Gas Association Management Development Course. Robert R. Suttle, 
managing director of the Southern Gas Association, now gives us an interesting ac- 
count of how this course was established and what it is supposed to accomplish. 


“NATO'S" UTILITY FACILITIES 


It is not generally known to what extent American technical and managerial ''know-how"’ 
in the field of public utility operations has been drafted by the federal government 
to work with the North Atlantic Treaty Organization. When the then General Eisen- 
hower went to Europe in April, 1951, as the Supreme Allied Commander of NATO, 
there were |5 airfields, very little telecommunications facilities, virtually no jet or gaso- 
line pipeline or storage facilities, and so forth. Today there are more than | 25 airfields, 
10,000 miles of telephone wire, 6,000 miles of radio relay circuits, and plans for 4,000 
miles of pipeline. Eugene H. Merrill, fomer member of the Federal Communications 
Commission, and now chairman of the NATO council committee in charge of this work, 
kas sent us from his Paris headquarters an explanation of the rapid progress being made 


along this line. 


PAYING FORESTRY PROJECT OF PRIVATE UTILITY COMPANY 


Public utility companies have been trimming trees for a long time. But in recent years 
some companies have also had to consider planting trees and protecting them from 
fire and other hazards. The so-called forest management program undertaken eight 
years ago by the Southern California Edison Company has turned out to be good public 
relations for that utility. James H. Collins, professional author of Hollywood, California, 
has written a brief but entertaining story of how this utility company has made a forestry 
project pay in dollars as well as in good will. 


* 


Als Pann Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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OTHER INDUSTRY 


(capital turnover several times 


PUBLIC UTILITY INDUSTRY 


a year) (capital turnover once in several years) 


Low return on high capital investment leaves 
little margin for error. That’s why swift, accu- 
rate, economical analyses of your billing are 
imperative to maintain revenues at the max- 
imum level. 


You can be absolutely sure of getting all 
three when R&S prepares your monthly billing 
analyses. We have the staff and special ma- 
chines of our own invention that will turn out 
the work in half the time and at half the cost 


of preparation by your own personnel. 


Rate engineers of utility companies all over 
the country who use R&S analyses know how 
invaluable they are in securing favorable de- 
cisions in rate cases, because Public Service 
Commissions know and respect the thorough- 
ness of R&S analyses. 


Write, or call R&S today — there is no 
charge for consultation or estimates! 





f RECORDING & STATISTICAL CORPORATION 


“Bring your figures up to date— bring them to R & S” 


100 Sixth 


Avenue * New York 13, N.Y. 
‘WOrth 6-2700 
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“There never was in the world two opinions alike.” 


BENJAMIN STRONG 
President, United States Trust 
Company of New York City. 


ARMAND G. ERPUF 
Financier and member, Carl M. 
Loeb, Rhoades & Co. 


GorDon R. CLapp 
Former chairman, Tennessee Valley 
Authority. 


ALBERT K. CHAPMAN 
President, Eastman Kodak 
Company. 


EARL WARREN 
Chief Justice, United States 
Supreme Court. 


Ropert W. ANDERSON 
Deputy Secretary of Defense. 


Haro_p BrayMAN 
Director, public relations depart- 
ment, E. I. du Pont de Nemours 
& Company, Inc. 


CHARLES H. WEAVER 
\fanager, atomic power division, 
Westinghouse Electric 
Cor poration. 


Ear, McNutt 
Member, Eugene (Oregon) Water 
and Electric Board. 


—MOonNTAIGNE 





“Common stocks are now a necessary part of our con- 
servative investment fabric.” 


- 


“Let the AEC decide how much they can tell or allow 
to be told about the purely financial aspects of atomics 
instead of how little.” 


* 


“|The Eisenhower-sponsored Dixon-Yates power 
project] is the opening step in a program planned de- 
liberately to destroy the TVA.” 


* 


“It [the annual report] must be the story of a com- 
pany’s problems, practices, and policies, its achievements 
and failures of the past, and its plans and hopes for the 
future.” 


“If a man is free only to do what his neighbor wishes, 
he is not truly free. American patriotism requires 
political allegiance but not uniformity in faith, in culture, 


or in sentiment. Unity does not involve uniformity.” 


¥ 


“[The government can only help in _ ecomonic 
processes.]| The animation of economic progress must 
always come from the people themselves, through the 
structure of a competitive production and distribution 
system.” 

© 


“It is a well-known saying that ‘public relations begins 
at home’; public relations consists quite as much in do- 
ing the right things as in saying the right things. No 
public relations program can take the place of sound 
policies.” 

- 


“We must certainly not accept coal as the only fuel for 
power generation because it is still cheap here. But rather 
in keeping with the leadership which Duquesne Light 
Company is already showing, our electric utilities must 
recognize nuclear fuel as the basic energy source, which 
in time it must inevitably become, and promote its use.” 


> 


“The issue is not between public power and private 
power. The issue is adequate power versus inadequate 
power. The choice is between full development of our 
power resources by the federal government, public 
agencies, and private companies. . . . The choice is be- 
tween local power, public and private, or complete fed- 
eral domination and monopoly over a power development 
which cannot help but be inadequate.” 
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REMARKABLE REMARKS—( Continued) 


Epwarp F. Howrey 
Chairman, Federal Trade 
Commission. 


GeorcE M. GapsBy 
Chairman of the board of directors, 
Utah Power & Light Company. 


Lewis I. Strauss 
Chairman, Atomic Energy 
Commission. 


KEITH FUNSTON 
President, New York Stock 
Exchange. 


BENJAMIN F. Farr_Less 
Chairman of the board, United 
States Steel Corporation. 


WILLIAM JACKMAN 
President, Investors League, Inc. 


HAaroL_D QuINTON 
President, Edison Electric Institute. 


T. KeitH GLENNAN 
President, Case Institute of 
Technology. 


“Self-control and self-regulation are much more de- 
sirable and indeed much more effective than the com- 
pulsory processes of government.” 


bd 


“The people have means of correcting private abuses, 
like holding companies, but once let the government take 
over and there is no way to correct abuses.” 


> 


“T can assure you there was no giveaway involved [in 
the Dixon-Yates contract for providing power for the 
AEC through the Tennessee Valley Authority].” 


* 


“| The schools’ financial problems] will be solved only 
if American businessmen, recognizing the relationship 
between the future of American education and the future 
of all our freedom, contribute to the preservation of our 
traditional educational system.” 


* 


“We must acknowledge frankly the need for enlarging 
our private works program—for surely we learned in the 
‘thirties,’ the utter futility of public works as a means of 
providing permanent employment. We must also ac- 
knowledge, I think, that the only known way to expand 
private works is to preserve investment incentive and to 
encourage the hope of profit.” 


* 


“The nation, yea, the people cannot afford tax slackers. 
No one must be permitted by subterfuge or otherwise to 
abscond from his duty in paying his equal tax share. 


Financial solvency can only be attained and this country 
kept great by everyone carrying his legitimate share of 
the tax load. It is grossly unfair competition to have one 
group of profit-making enterprises favored with tax 
privileges while competing in the same area with tax-pay- 
ing enterprises.” 


> 


“As individual companies and as an institute, we will 
continue to make available to the American people full 
information on costs, return on investment, rates, ca- 
pacity to supply the power demand, expansion plans, 
advances in equipment and methods, sales programs, 
new uses for electricity, and every other development 
we think will interest our customers and the public gen- 
erally. This course dwarfs the influence of misinforma- 
tion on threatened power shortages, high rates, big 
profits, grabs or steals of natural resources, etc., habitu- 
ally spread by advocates of more government power.” 


> 


“The power to withhold information is the power to 
make meaningless the licensing and leasing provisions of 
the new Atomic Energy Act. The power to withhold in- 
formation is the power to perpetuate a near-government 
monopoly in spite of the clear intent of the new law to 
end the existing monopoly. [Dr. Glennan emphasized 
that he was not talking of military information, but of 
the] kind of information that can be disseminated widely 
without undue risk to the national security—the kind 
which must be disseminated widely if we are to obtain 
the benefits of competition that are visualized by the new 
law and are the main reason why it has been adopted.” 
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Here's Proof of Performance... 


Average annual replacement 
of Creosoted poles 





is only 1.3% on this 38-year-old line 


@ Keeping pace with the state’s industrial expansion, the Georgia Power 
Company has invested 238 million dollars in new generating, transmission 
and distribution equipment since the end of World War II. The tremendous 


output of this expanded system is 
distributed to users on pressure-creo- 
soted poles. 

A. C. Henderson, supervisor of 
transmission lines, explains, ‘“‘We’ 
have tried other types of poles in the 
past, but we always go back to pres- 
sure-creosoted southern yellow pine.” 

Experience has proved pressure- 
creosoted poles held replacements to 
a minimum. A 44,000-volt line near 
Atlanta has been in service since 1916. 
There are 1,159 poles in the line, and 
since present record-keeping methods 
were begun in 1942, only 166 poles 

“have been replaced. That’s an aver- 


“age annual rate of 1.3% on a line 


now 38 years old. 

Long pole life and a low replace- 
ment rate like this can be confidently 
expected when poles are pressure- 
treated with Creosote—the preserva- 
tive with proved records of long-term 
performance. 

And you'll get best results with 
USS Creosote, the uniform product 
of United States Steel’s tar distilling 
operations. For complete informa- 
tion, contact our nearest Coal Chemi- 
cal sales office or write directly to 
United States Steel Corporation, 525 
William Penn Place, Pittsburgh 30, 
Pennsylvania. 


C. C. WHITE is inspecting one of the 38-year-old 
pressure-creosoted poles in the 31.6 mile line of 
the Georgia Power Company, between Norcross 
and Porterdale. 


USS CREOSOTE 
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Now -from a single maker of all major components — 


LECTRO-MOBILE 
POWER 


or electric utility use in fringe area interim 
boosting —at unprecedented low cost 




































































For Highway Movement. Truck trailer with 500 or 350 kw. capacity for transfer by roadway. 
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FOR THE FIRST TIME, electric utility companies 
are offered mobile generating units with the 
dceuble advantage of a single manufacturing 
re ponsibility and mass-production economies. 


Electro-Mobile 
Power has the famous 
fast-starting, two-cycle engines 
used in General Motors Diesel- 
Electric locomotives. These 
locomotives today equal in 
capacity one-sixth of all the 
country’s installed electrical 
generating capacity. 


E ectro-Motive Division of General Motors de- 
sicns and builds major components, such as 
er zines, alternators, control apparatus and 
vehicles for three versatile new types of sup- 
plementary power. These are combined into 
° uc its perfectly coordinated for maximum per- 
| aa fermance and dependability, for which one 
m_nufacturer assumes full responsibility. 








Because most of these major components al- 
re.dy are in manufacture for use in General 
Motors Diesel locomotives, Electro-Motive’s 
existing tooling and long organized production 
facilities are price-lowering factors that permit 
a point-of-application cost hitherto untouched 
in this type of equipment. 


— 





Here, from America’s most experienced builder 
of Diesel-Electric generating equipment, is a LOS ANGE 
new and economical means with which electric cxsonvane, 
utilities may meet their power supply problems 
in the fringe areas and handle emergencies in 
other districts. 





We will be glad to discuss your specific needs. The Manufacturer’s Nationwide Organ- 
| ization sells and services all components of these units. Nine 


regional factory branches and/or parts warehouses assure prompt and 


| Electro-Motive Divisi on complete service facilities. 


GENERAL MOTORS 


La Grange, Illinois ELECTRO-MOBILE POWER 


/@ Electro-Motive Division offices located in: New FEATURES INCLUDE: 


York City, Chicago, Jacksonville, St. Louis and @ Remote control starting and stopping 
San Francisco. 


From starting to full load within 45 seconds 


@ Automatic synchronization with line in frequency, voltage 
and phase 

@ Inherent 25% overload capacity 

@ Full protective equipment, including 3-phase surge 


capacitors, lightning arresters, over-current 
relays, field failure relay 


| 


@ Automatic operation can be provided 





@ Ability to meet higher capacity needs by multiplying units 











@ Complete national parts and service availability 


| All units may be used in multiple 
_— | to meet any desired capacity 


= For Semi-Permanent Installations. 
Portable unit of 1,000, 750, 500 or 350 kw. capacity. 





Now- from a single maker of all major components — 


LECTRO-MOBILE 
POWER 


or electric utility use in fringe area interim 
boosting —at unprecedented low cost 


































































































For Highway Movement. Truck trailer with 500 or 350 kw. capacity for transfer by roadway. 











For THE FIRST TIME, electric utility companies 
arc offered mobile generating units with the 
do ble advantage of a single manufacturing 
re: onsibility and mass-production economies. 


-tro-Motive Division of General Motors de- 


Msi is and builds major components, such as 


er ines, alternators, control apparatus and 
venicles for three versatile new types of sup- 
plementary power. These are combined into 
ur ts perfectly coordinated for maximum per- 
formance and dependability, for which one 
m:aufacturer assumes full responsibility. 


Because most of these major components al- 
ready are in manufacture for use in General 
Motors Diesel locomotives, Electro-Motive’s 
existing tooling and long organized production 
facilities are price-lowering factors that permit 
a point-of-application cost hitherto untouched 
in this type of equipment. 


Here, from America’s most experienced builder 
of Diesel-Electric generating equipment, is a 
new and economical means with which electric 
utilities may meet their power supply problems 
in the fringe areas and handle emergencies in 


§ other districts. 


We will be glad to discuss your specific needs. 


E Electro-Motive Division 


GENERAL MOTORS 


La Grange, Illinois 


Electro-Motive Division offices located in: New 
York City, Chicago, Jacksonville, St. Louis and 
San Francisco. 

















For Semi-Permanent Installations. 
Portable unit of 1,000, 750, 500 or 350 kw. capacity. 










Electro-Mobile 
Power has the famous 
fast-starting, two-cycle engines 
used in General Motors Diesel- 
Electric locomotives. These 
locomotives today equal in 
capacity one-sixth of all the 
country’s installed electrical 
generating capacity. 
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The Manufacturer’s Nationwide Organ- 
ization sells and services all components of these units. Nine 
regional factory branches and/or parts warehouses assure prompt and 
complete service facilities. 








ELECTRO-MOBILE POWER 
FEATURES INCLUDE: 








@ Remote control starting and stopping 






@ From starting to full load within 45 seconds 





@ Automatic synchronization with line in frequency, voltage 
and phase 







@ Inherent 25% overload capacity 


@ Full protective equipment, including 3-phase surge 
capacitors, lightning arresters, over-current 
relays, field failure relay 







@ Automatic operation can be provided 






@ Ability to meet higher capacity needs by multiplying units 
Complete national parts and service availability 






All units may be used in multiple 
to meet any desired capacity 














A SOUND RATE STRUCTURE 
is the key to adequate earnings 







Basic economic analyses affecting pricing policy 





Analysis of factors influencing rate design 


















Studies involving rate base, cost of money, rate of return TRI 
Preparation and presentation of expert testimony in rate proceedings 


Cost of service analyses 







Continuing research and reports on economic, commercial 4 
and engineering developments affecting rates 
Rate audits 
Write for our booklet describing our services. 
Address: Commonwealth Services Inc., Department E, 
INVESTIGATIONS 20 Pine Street, New York 5, N. Y. 
REPORTS ae N 
FINANCING 4, 
ACCOUNTING ‘ ae . 
cores Comumoaerlle Sew Gur. s 
INSURANCE F 
PENSIONS p 
DEPRECIATION 
VALUATIONS COMMONWEALTH ASSOCIATES INC. : 
CONSULTING & DESIGN ENGINEERING 
RATES 
PURCHASING 20 $e Shed, New Gok 3. MY. pe 


INDUSTRIAL & PUBLIC RELATIONS 
ADVERTISING 














Allis-Chalmers offers the hydraulic 
type operating mechanism on 
breakers for 69-kv and higher 


C re) n t 4 Te aa it / . 3 oe Watch for it on other 
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BREAKER 


‘chanically trip-free opera- 
n gives high speed opening 
ler all operating conditions. 


nple uncoupling linkage 
‘mits contacts to open in- 
oendently of closing piston 
sition. Be sure your next 


aker has fully mechanically 
)-free operation. 


Turbo Jet interrupter pro- 
vides fast arc interruption with 
low arc energy release on both 
high current and difficult low 
current switching loads with 
leading or lagging power fac- 
tors. Device utilizes bayonet 
type contact and high speed 
sickle contact. 


Turbo Jet is an Allis-Chalmers trademark. 


CONTACTS LEAVE 
ENCLOSURE 
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SWITCH TRIP 
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CONTACTS 
SEPARATE 


Completely tested — These 
breakers have been electrically 
tested to 10,000,000 kva. In 
addition, each Allis-Chalmers 
breaker is completely assem- 
bled and. mechanically tested 
before shipment to assure easy 
assembly and proper operation 
in the field. 


GET MORE INFORMATION! Call your nearby -A-C district office, or 
write Allis-Chalmers. Milwaukee 1, Wisconsin. 
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Today...corn stubble 


Tomorrow... power for America... 


FROM THE FIRST MOMENT Pioneer is retained to help you 
plan your new electric power station, Pioneer becomes 
a part of your company, thinking and planning in your 
best interests . . . Pioneer has 52 years of experience 
to aid in determining the necessary plant capacity and 
its construction cost, to select the site and design the 
generating station . . . Pioneer will also design any 
needed service or office buildings a: i act as your agent 
in purchasing construction supplies and materials. . . 
i ; ; _ Pioneer offers complete valuation, depreciation and 
Pioneering New Horizons ' rate services . . ..it will supply stock transfer and 
: dividend distribution services . . . Our consulting staff 
: our Sp ectalty Ne provides experienced advice on company management, 
3 corporate finance, accounting and taxation matters... 2 
— i well-rounded schedule to relieve your overload periods. 


f 





< 


For complete information on Pioneer’s services, 
write for our factual booklet, ‘‘ Pioneering 
New Horizons’’, yours for the asking. 


Pioneer Service & Engineering Co. 
231 South LaSalle Street.» Chicago 4, linois 





NUOUS EVALUATION OF MATERIALS 


COMPREHENSIVE SHOP FACILITIES SKILLED INSTALLATION CREWS 


NEW BOOKLET ON POWER 
PIPING NOW AVAILABLE 


Here’s a new booklet describing in detail the specific 
services and facilities that Kellogg brings to the utility 
power piping field. 

It will take you on a tour of the metallurgical labs, the 
piping analysis section, the welding practices group, 
the fabricating shops and into the field where skilled 
Kellogg crews install critical high-temperature, high- 
pressure steam piping. 


Everyone who is interested in power piping for the 
modern central power station should send for a copy. 
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THIS FREE BOOKLET BELONGS IN 
YOUR FILES ... MAIL THE COUPON 


Fabricated Products Division 
The M. W. Kellogg Company 
225 Broadway, New York City 7 


Please send me your new booklet, 
“For the Modern Central Power Station...” 


THE M. W. KELLOGG COMPANY 
225 Broadway, New York 7, N. Y. 


In Conado—The Canadian Kellogg Company, Limited, at Toronto and Edmonton 
In Evrope—Kellogg International Corporation, at London 


\. Kellogg Company 
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PRESSURE 


POWER 
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Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value .. . 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 


Robertson 


Q-Panels 


H. H. Robertson Company 
2400 FARMERS BANK BLDG. *+ PITTSBURGH 22, PA. 
Offices in Principal Cities 





Q-Panel walls grace the new Elrama Pow 
Plant (above) near Pittsburgh. It was designe 
by Duquesne Light Company’s Engineerin 
and Construction Department. The Dra 
Corporation was General Contractor. 























Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were us 
to enclose the impressive Hawthorn Steal 
Electric Station (left) of the Kansas City, Mis 
souri, Power and Light Company. Ebasco Se 
vices, Inc., designed and built the plan’. 


Please send a free copy of your Q-Panel Catalog 


NAME 
FIRM 


ADDRESS 
PUFI 








May this be your mertiest, 
most prosperous holiday season 


There’s a friendly smile on the frost-nipped face of America 
—the season of good cheer is with us once again! So we’re taking this opportunity 
to extend greetings to you—the truck-users 
of the nation. Our wish for the New Year is that we may continue to serve you. 










Seasons. Greetings. from 


DODGE kai TRUCKS 


A PRODUCT OF CHRYSLER CORPORATION 
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TRANSFORMER 
MANUFACTURE 


The three dimensions for transformers in the blueprint stage, 
as shown in diagram, are A, B, and C, the physical measurements 
of a product. This product would be of little value to today’s 
utility without the coefficient A, B, C of knowledge, facilities, 
and experience as basic elements of the manufacturer. 

The A B C’s of transformer 


A \\ \\ manufacture are the 


combined result of utility 








demands and manufacturing 





——. 











know-how. Needs expertly 


Spot —e—0 calculated by the utilities 
have made mandatory the 





possession by manufacturers of A, a high level of knowledge; 
B, wide facilities; and C, depth of experience. 


Moloney is fully qualified in the A, B, C’s of transformer 
manufacture. Since 1896 it has been building and expanding 
its facilities, its knowledge and its experience to parallel, and 
to anticipate, utility needs. Now, once again, another long 
step forward has been taken in increasing facilities 

here at Moloney so that we can continue to produce 
transformers capable of superior operation in 

the high ratings so necessary to today’s utility. 


MES4-4 


MOLONEY ELECTRIC COMPANY 


Manufacturers of Power Transformers « Distribution Transformers « Load Ratio Control 
Transformers + Step Voltage Regulators « Unit Substations « Electronic Transformers 


SALES OFFICES IN ALL PRINCIPAL CITIES 
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DECEMBER 





Thursday—9 


Edison Electric Institute- 
American Gas Association, 
Customer Collections and 
Relations Committees, be- 
gin joint meeting, IWVash- 
ington, D. C. 


Friday—10 


Eastern Joint Computer 

Conference-Expo- 

sition ends, Philadelphia, 
Pa. 


© 


Saturday—11 


Electrical Equipment Rep- 
resentatives Association will 
hold annual meeting, Palm 
Beach, Fla. Jan. 10-12. 
Advance notice. 


Sunday—12 


National Housewares and 
Home Appliance Exhibits 
will be held, Chicago, Ill. 
Jan, 13-20. Advance notice. 





Monday—13 


Edison Electric Institute- 

American Gas Association, 

Internal Auditing Commit- 

tec, begins meeting, Cincin- 
nati, Ohio. 


Tuesday—14 


National Association of 
Home Builders will hold 
convention, Chicago, Ill. 
Jan. 16-20. Advance notice. 


Wednesday—15 


Pipe Line Contractors As- 

sociation will hold annual 

convention, Los Angeles, 

Cal. Jan. 17-19. Advance 
notice. 


Thursday—16 


Edison Electric Institute, 

Industrial Relations Com- 

mittee, begins meeting, New 
York, N.Y. 





Friday—17 


New England Gas Associa- 

tion, Operating Division, 

will hold meeting, Boston, 

Mass. Jan. 18. Advance 
notice. 


es 


Saturday—18 


Edison Electric Institute, 
Industrial Relations Com- 
mittee, will hold meeting, 
New York, N. Y. Jan. 20. 
Advance notice. 


Sunday—19 


Southern Gas Association 

will hold employee relations 

round table, Nashville, 

Tenn, Jan. 21. Advance 
notice. 


Monday—20 


Industrial Furnace Manu- 

facturers Association will 

hold mecting, Detroit, 

Mich, Jan. 24, 25. Advance 
notice. 





Tuesday—21 


terican Gas Association 
hold home service 

rkshop, Chicago, Ill. Jan. 

°4-26. Advance notice. 





Wednesday—22 


Doble Engineering Confer- 

ence will hold annual meet- 

ing, Boston, Mass. Jan. 24- 
28, Advance notice. 





Thursday—23 


Instrumentation for the 
Process Industrics Sym- 
posium will be held, Texas 
AEM College, College Sta- 
tion, Tex. Jan. 26-28, Ad- 


vance notice. 





Friday—24 


Pennsylvania Gas Associa- 

tion will hold midwinter 

sales conference, Philadel- 

phia, Pa. Jan, 28. Advance 
notice. 











Courtesy, Western Colorado Power Company 


Winter Patrol 
Flume trestle connecting hydroelectric plants. 
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St. Lawrence Power Report 


This is an analysis of a report made August 10, 1954, by the New 
York State Power Authority on St. Lawrence power. Unlike pre- 
vious reports, the latest document is not designed to obtain public 
support for the project and cannot, therefore, be charged with being 
propaganda. On the contrary, it is the product of a high-caliber 
engineering firm, designed to support the authority's sale of revenue 
bonds—now that the authority has an FPC license to go ahead 
with the project. 


By CLARENCE W. MAYOTT* 


HE previous report of the New York 
State Power Authority was prepared 

for the purpose of obtaining public 
support for the proposed St. Lawrence 
power project. Its claims were greatly ex- 
aggerated. They indicated that the pro- 
posed project was needed to avert a power 
shortage in the area and that power from 
the project would be transmitted to all 
New York, New England, and Pennsyl- 
* Consultant, The Hartford Electric Light Co. 


Hartford, Connecticut. For additional personal note, 
see “Pages with the Editors.” 


vania. A prospective annual saving of $60,- 
000,000 was claimed. 

Now that the authority has the Federal 
Power Commission license and must sell 
revenue bonds to proceed with the project, 
it is necessary to get down to facts. High- 
caliber engineers were retained and they 
prepared a detailed report for the project 
to be used in selling the bonds. This report 
of August 10, 1954, is vastly different 
from the previous ones. It, of course, had 
to be based upon certain assumptions sup- 
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plied by the authority. There is strong dis- 
agreement with some of these assumptions. 

There are omitted a number of items of 
probable costs that may involve large 
amounts. There are some questions as to 
costs. 

The report clearly shows that the 
cost of power from St. Lawrence is based 
on tax-free bonds and no payment of taxes 
comparable with steam operations. 

On these assumptions the claimed sav- 
ings are now down to $12,720,000. Taxes 
avoided are materially above that amount. 


bs iow report has an unfortunate tone of 
vindictiveness which has characterized 
the authority’s attitude in past releases to 
the press and in statements such as those 
made to the Task Force on Water Re- 
sources and Power, Commission on Or- 
ganization of the Executive Branch of the 
Government. 

These attacks have quite an antifree 
enterprise tone. Inasmuch as the princi- 
pal targets of attack are the practical 
potential customers for the St. Lawrence 
power, this attitude does not give promise 
of sincere and equitable negotiations. 

The old fallacy of a claimed power 
shortage is still being used. The fear of 
the term Socialism is still apparent, re- 
gardless of the fact that this is government 
operation of business and government in 
business is Socialism. 

There is this to say for this proposed 
project as shown by the report: The result 
of operation of the project will be public 
knowledge. The project will have to stand 
on its own feet. Concealment of facts will 
be difficult, although there may be some 
shifting of expenses to the state. This is 
in material contrast to the federal projects 
of the last two decades. 
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Marketing Area 


pene the drive to obtain approval of 

the St. Lawrence project, extremely 
extravagant claims were made as to the 
extended area which would be affected by 
power from this power plant. New Eng- 
land, New York city, and the area to the 
south of New York state were all included 
as part of the region that would receive 
St. Lawrence power. The present report, 
while somewhat disregarding operating 
facts, does confine the area to where the 
power will be used within the eastern half 
of New York state and part of northern 
Pennsylvania. The map showing this area 
(labeled “Principal Market Area’’) indi- 
cates a quite definite border line which has 
little basis of facts. In spite of the mysti- 
cism that has been built up around hydro, 
there is no magic in a hydro power plant. 
Actually the St. Lawrence is just another 
powerhouse in the region and should be so 
considered. 

As a part of the power supply of the 
area it would share the load with the other 
plants within the area. Area surplus would 
have to be disposed of beyond the area. 

There is no present adequate potential 
market for the additional power from St. 
Lawrence, outside the electric utilities. The 
threat of duplicate transmission lines 
means little unless the Power Authority 
has other objectives not heretofore stated. 


Present Operations 


HE operation of the power system in 

New York state has been long co- 
ordinated through a transmission grid or 
interconnections of as large capacity as 
economics have justified. This grid has for 
many years been connected to the New 
England interconnection and the Pennsyl- 
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vania-New Jersey interconnection. Its op- 
eration has been co-ordinated with these 
other systems to the extent deemed eco- 
nomically advisable. On a power supply 
basis this region should be considered as a 
unit. 

While the yearly peak occurs in De- 
cember, the present peaking hydro capac- 
ity—both storage and run of streaam— 
more than takes care of the difference be- 
tween the December peak and that of No- 
vember and January. See Chart I, page 
737. 


Present Power Supply 


For 1953 the power situation was as 
follows: 


For New York siate: 


Hydro Capability 
Thermal Capability 
Total Capability 
Peak 

Margin of Reserves 


For New England: 

Hydro Capability 

Thermal Capability 

Total Capability 

Peak 

Margin of Reserves 

The above figures do not include avail- 
able capacity into New York state from 
other areas. 

By 1956 the situation will be as shown 


in the table at bottom of this page. 


HE above peaks and capabilities are 
for the interconnected integrated sys- 


tems which constitute approximately 97 
per cent of the electric power industry in 
the areas designated. These figures were 
as of March, 1954. Inasmuch as the pro- 
gram for 1957 was not completely planned 
at that time, there is a probability that the 
capabilities will be increased. The year 
1956 therefore gives a truer picture of the 
capability and margin of reserves than 
1957. 

Since 1945 the following capability has 
been installed or placed on order and 
scheduled for operation before the end of 
1957: 


New York State 
New England 
Region I 


3,521,000 KW 
560,000 
11,800,000 
From the above it is quite apparent that 
the capability of the St. Lawrence project, 
570,000 to 700,000 kilowatts, is a very 
minor proportion of the increase in the 
area’s requirements during the 12-year 
period and will probably be a minor pro- 
portion of the future increased require- 
ments. The implication of its relative im- 
portance and the probable length of time 
needed to absorb its power is somewhat 
exaggerated. The St. Lawrence project 
will just replace steam capacity which 
would otherwise be installed in the area. 
Steam capacity would naturally be in- 
stalled as and when needed on a year- 
by-year basis and not in a lump amount 
as St. Lawrence will be. There is a 
possibility therefore of an interim re- 
tardation in the addition of power supply 


e 


Capability Peak Load Margin 
9,119,000 KW = 8,166,000 KW = 953,000 KW 
771,000 


25,865,000 22'253,000 3,612,000 


*Region I is essentially a co-ordinated operating region. It includes New 
England, New York, central and eastern Pennsylvania, New Jersey, Dela- 
ware, and the District of Columbia. 
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within the upper New York state area 
which, in anticipation of St. Lawrence, 
may have to be made up from other areas. 


ne: understanding of the power 
situation in New York state and in 
New England is given on Chart I and 
Chart II, page 737. Chart I shows the 
New York state monthly estimates of ca- 
pability, regular load, maintenance, large 
defense loads, reserves, and new construc- 
tion as officially estimated in 1951 for the 
Defense Electric Power Administration. 
This covers the years 1951 to 1954. 

The latest estimates as made in March, 
1954, indicate that New York capability 
for the year 1954 will be slightly higher 
than the estimates madé in 1951 and the 
load just slightly less than shown by the 
marks on the chart. The construction pro- 
gram has closely followed that outlined in 
1951. The black block on the lower right- 
hand side of Chart I indicates the gross 
capability of the St. Lawrence project as 
given in the Federal Power Commission 
estimates. The New York State Power 
Authority estimate of 700,000 kilowatts 
would show this block somewhat higher. 
This indicates that the St. Lawrence firm 
capacity would be approximately one- 
fourth of the capacity being installed in 
New York state over the three and one- 
half year period. 

Chart II shows the New England situa- 
tion for the periods 1952 to 1955 as offi- 
cially estimated in the first part of 1952 
for the Defense Electric Power Adminis- 
tration. The March, 1954, estimates of 
capability and peak load for 1955 coincide 
quite closely with the estimates of the chart 
as made in the first part of 1952. The 25 
per cent of FPC’s estimate of St. Law- 
rence firm power as shown is a figure used 
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for a comparison only and may or may 
not bear any relationship to the ultimate 
decisions. It is less than 24 per cent of the 
planned 1955 capability of New England. 
It is to be noted that these charts show 
that the capability has been increasing 
faster than the peak load. 


+ page 25 of the New York Power 
Authority report, the statement is 
made that within the area in 1951 the peak 
demand exceeded the assured generating 
capacity by 368,000 kilowatts. This is quite 
misleading. Assured capacity is a term 
used by the Federal Power Commission 
to designate the remaining capacity after 
subtracting an arbitrary reserve. Use of 
assured capacity — so-called — has been 
made many times to indicate a power 
shortage where none exists. 

For 1954 the Federal Power Commis- 
sion shows the following for New York 
state: 


Dependable capacity plus contract 
delivery 

Net assured (this is the figure gen- 
erally released) 

Difference 

The present estimate of the New 
York peak for 1954 is 

Which according to the 
method of reporting indicates a 
deficit of 

As the actual scheduled capability 
for 1954 is 


8,195,362 KW 


7,277,362 KW 
918,000 KW 


285,000 KW 


8,503,000 KW 
The actual margin of reserves is 
estimated to be over 940,000 KW 


The FPC method indicates curtailment 
while as a matter of fact the actual mar- 
gin of reserves will be almost two and one- 
half times as high as the Power Authority 
advocated in the 1952 report it used for 
obtaining public approval of the project. 

It is rather interesting to note that areas 
of the U. S. where margins of reserves 
have been especially low and where cur- 
tailment has been the order of the day 
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have been those areas where politics and 
hydro have been a factor and not where 
free enterprise has had responsibility with- 
out threat. 


Capability of Present St. Lawrence 
Power Company 


joven the report of the Power Au- 
thority rather casually brushes aside 
the fact that the St. Lawrence River 
Power Company now has a capability of 
70,000 kilowatts and an output of some 
570,000,000 kilowatt-hours per year, this 
fact has a material bearing on the ultimate 
finances of the St. Lawrence project. 
The St. Lawrence River Power Com- 
pany has long been officially authorized to 
use St. Lawrence water to generate power 
at Massena, New York, for the production 
of aluminum. From the report one would 
gather that the Power Authority intends 
to confiscate or in some way wipe out these 
property rights. There are definite deci- 
sions from the U. S. Supreme Court up- 
holding such rights. I wish to call atten- 
tion to the following excerpt from the de- 
cision of the Supreme Court in Federal 
Power Commission v. Niagara Mohawk 
Power Corp. (1954) 3 PUR3d 33, 74 
S Ct 487: 


The most significant issue raised by 
this case is whether the Federal Water 
Power Act of 1920 has abolished pri- 
vate proprietary rights, existing under 
state law, to use waters of a navigable 
stream for power purposes. We agree 
with the court of appeals that it has not. 
We agree also that in computing a fed- 
eral licensee’s amortization reserve, re- 
quired by § 10 (d) of that act, as amend- 
ed, the Federal Power Commission was 
not justified in disallowing the expenses 
paid or incurred by the licensee in this 
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case for the use of such rights. (Pages 
1 and 2.) 


There are other Supreme Court de- 
cisions equally as pertinent which indicate 
that the present rights of the St. Lawrence 
River Power Company’s claims will have 
to be taken care of either through the de- 
livery of some 570,000,000 kilowatt-hours 
per year or some kind of monetary equiva- 
lent. This is entirely omitted from the au- 
thority’s report. 

The Federal Power Commission or- 
dered the maintenance of the Massena in- 
take canal till the St. Lawrence project is 
completed. 


St. Lawrence Project Capacity and 
Capability 

y may be well to point out the difference 

between the capacity of a hydro plant 
such as St. Lawrence as compared with 
its capability. Capacity is the sum of the 
name-plate rating of all the units installed 
in the plant. The capability is the value of 
the plant in carrying system load. It is de- 
pendent upon the minimum flow of the 
river which can be depended upon. The 
difference between the capacity and the 
actual capability or ability to carry system 
load has to be duplicated by steam equip- 
ment which can carry the load when there 
is not sufficient water. The authority’s re- 
port shows a maximum installed capacity 
of the plant of 940,000 kilowatts. The au- 
thority claims a firm bus bar capacity or 
capability of 700,000 kilowatts for the 
project. This claim is based on a number 
of assumptions. 

On page 24 of the New York State 
Power Authority report is this statement : 


It is considered reasonable to assume 
that operating levels up to 242 feet, and 
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the attendant flexibility of forebay reg- 
ulation, will be permitted for experi- 
mentation by the time demand on the 
project increases beyond the limit of 
production at elevation 238 feet, and 
that the experimentation may continue 
until formalized as a new method of 
operation. The results herein presented 
are predicated on such higher operating 
levels, which permit about three per cent 
more average energy generation than 
can be produced with flow at elevation 
238 feet. (Italics supplied.) 


This will require daily variations of the 
forebay level and material variations in 
the flow of the river below the project. 
Such an operation is standard practice 
where there are no restrictions to prevent 
such daily fluctuation. However, the Inter- 
national Joint Commission order of ap- 
proval of October, 1952, did not allow 
such an operation and that order has not 
been changed. The Quebec interests have 
strongly opposed daily variations, claim- 
ing that the St. Lawrence hydro power 
plants should be run of river. In other 
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words, keep a uniform load throughout 
the day. 

There is great opposition to any regu- 
lation of Lake Ontario that would in- 
crease the natural level. Such opposition 
may force the expenditure of many mil- 
lions of dollars—either in construction or 
damage payments. These are not allowed 
for in the Power Authority’s estimates. 

The report indicates that it is the ulti- 
mate intent to gradually increase these 
variations in flow so as to reach a peaking 
capability of over 900,000 kilowatts. To 
accomplish such a result during a period 
of low river flow would necessitate drop- 
ping the night generation to about one- 
quarter of the day generation and give a 
variation of river flow below the plant of 
appreximately four to one during the 
twenty-four hours with a minimum night 
flow of approximately half of past mini- 
mum flows. Only time would tell whether 
this could be done without serious ice 
trouble, even if allowed by Canada. 

The maximum, minimum, and average 
monthly capacity of the river is given in 
the table below. 


THE ST. LAWRENCE 


RIVER INTERNATIONAL RAPIDS PROJECT BY THE 
BUREAU OF POWER, FEDERAL POWER COMMISSION, 
NOVEMBER, 1952 
Marked Table I 
Average Output New York Side 


Min. Water 
Supply 
Year 1934 

K 


Month 


January 
February 


Max. Water 
Supply Supply 
Year 1893 Vear 1861 
Kw Kw 
553,000 596,000 
556,000 616,000 
597,000 
715,000 
797,000 
872,000 
842,000 
786,000 
774,000 
749,000 
717,000 
638,000 


Av, Water 
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The Federal Power Commission has in 
past reports credited St. Lawrence with a 
firm power capability of 570,000 kilowatts 
continuously available at the bus bar. This 
involves daily peaking in the river flow of 
only a small extent during periods of low 
water or ice-clogged channels. 

The Power Authority report claims a 
capability of 700,000 kilowatts at the bus 
bar. 


oo of these figures take into ac- 
count the present capability of 70,- 
000 kilowatts at the St. Lawrence River 
Power Company’s plant at Massena. This 
plant will apparently be denied St. Law- 
rence water when the New York State 
Power Authority plant is ready to use all 
of it. 
Taking the above factors into account 
we have the following: 


FPC estimate of firm capacity at 
St. Lawrence 

Present capability of St. Lawrence 
River Power Company 


570,000 KW 
70,000 KW 


Bus bar increase due to St. Law- 
500,000 KW 

Increase in line losses over equiva- 
lent steam 50,000 KW 


Increased capability to load of area 450,000 KW 


New York State Power Authority’s 
claim at the bus bar 

Present capability at St. Lawrence 
River Power Company 


700,000 KW 
70,000 KW 


Bus bar increase due to St. Law- 
630,000 KW 


Increase in line losses over equiva- 
lent steam 50,000 KW 


Increased capability to load of area 580,000 KW 


The agreed-upon capability must be that 
which can be depended upon during 
months and years of low river flow. Other- 
wise, the area must be prepared to accept 
a reduction of service standards during 
these periods, such as the curtailments in 
the Pacific Northwest. 
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With present knowledge it is difficult 
to decide which is nearest to the ultimate 
capability value, as the engineering and 
operating problems are complicated by the 
uncertainty as to future allowable river 
flow variations. These uncertainties of 
over about 200,000 kilowatts will greatly 
complicate the problem of power disposal. 


St. Lawrence Energy Output 


Siew report states that the total average 
annual energy output will be 6.5 bil- 
lion kilowatt-hours. 

This is a year around average demand 
of 740,000 kilowatts. The secondary en- 
ergy is put at 1.3 billion kilowatt-hours 
and the firm energy at 5.2 billion kilowatt- 
hours. 

From a system operating point of view 
it is difficult to justify a credit of 5.2 bil- 
lion kilowatt-hours to firm energy. To 
begin with it is a gross figure. It does not 
take into account system losses above that 
of the equivalent steam nor does it allow 
for the present energy output of the Mas- 
sena hydro plant. And it assumes a load 
factor far higher than the load can justify. 

More realistic energy credits are as 
follows: 


Average annual output of the 
St. Lawrence project ... 6,500,000,000 KWH 
Losses over and above steam 460,000,000 


To system—including Mas- 
sena output 

Output of St. Lawrence 
River Power Company at 
Massena 


6,040,000,000 


570,000,000 


Average increase (firm and 
secondary) available to 
utility systems 5,470,000,000 KWH 


Chart III is an estimated 1957 peak, day 
and Sunday load curve for New England 
with the capability that will be available. 

Chart IV is the same for New York 
state for the estimated peak day of 1957. 
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CHART IV 
New York State Interconnected Systems 


Estimated Peak Day Load Curve for 1957 
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These charts show the load shape, the 
amount of new thermal capability since 
1945, the hydro and the thermal installed 
previous to 1945. Much of that installed 
previous to 1945 is of relatively high ther- 
mal efficiency. 

As far as the utility systems are con- 
cerned, the only value of St. Lawrence 
energy during the off-peak periods is the 
incremental savings of fuel it can accom- 
plish by cutting back on the steam station 
loads during the off-peak hours. This is 
very apparent from the charts on page 741. 


een newer high-pressure, high-tem- 

perature steam equipment cannot be 
operated at zero load or shut down for 
relatively short periods. There is, there- 
fore, a minimum load below which the 
steam plants will not go. 

In New England there are now periods, 
when river flow gives maximum hydro 
output, when all available hydro cannot 
be used. 

The chemical and metallurgical loads at 
Niagara Falls and Massena have high av- 
erage loads or load factors. However, the 
load factor (average load divided by the 
peak) in the rest of the area of New York 
and New England is much lower, running 
about 53 per cent. It is difficult to justify 
a firm energy credit to the St. Lawrence 
project of over 53 per cent load factor. 
As previously indicated, this is a high 
credit because of present steam and hydro 
capacity. 

Using a load factor of 53 per cent, mak- 
ing allowance for the present capability 
of 70,000 kilowatts at Massena and as- 
suming that half the New York State 
Power Authority assumed losses above 
steam are on firm energy, gives the fol- 
lowing: 
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Additional Amount of Firm and 
Secondary Energy 
(a) Firm energy under FPC 
estimate of 570,000 kw .. 1,846,000,000 KWH 
(b) Firm energy under NY- 
sig estimate of 700,000 
2,450,000,000 KWH 


3,624,000,000 KWH 
3,020,000,000 KWH 


(c) Secondary energy with 


(d) Secondary energy with 


Actual Cost of St. Lawrence Energy 


HE average incremental fuel value of 
secondary replacement of power from 
St. Lawrence is given in the Power Au- 
thority report as 3.07 mills. This is a rea- 
sonable value. Using this as a value for 
all secondary energy gives the following: 
(e) For (c) above $11,125,000 
(f) For (d) above $ 9,271,000 
The above assumes that all fuel savings 
to be made by the use of St. Lawrence 
surplus goes to the St. Lawrence project. 
Under standard pooling operation not 
more than one-half of the net fuel savings 
made by the use of surplus hydro goes to 
the generating utility. If this policy is fol- 
lowed for St. Lawrence surplus, the in- 
come from this source would be cut at 
least by half of that shown above. 


Cost of Firm Energy 
Using NYSPA Estimates of Costs 
(g) Cost under FPC estimate of 
firm capacity (a), (c), and (e) $15,187,000 
Mills per kwh 8.2 
($26,312,000 minus $11,125,000) 
(h) Under NY SPA estimate of firm 
capacity (b), (d), and (f) . 
Mills per kwh 
($26,312,000 minus $9,271,000) 


The above assumes that the St. Law- 
rence project absorbs all the value of the 
fuel saving, which is quite doubtful. Shar- 
ing half the savings raises the cost of firm 
energy average to 11.2 mills for (g) and 
8.8 mills for (h). 

This is somewhat higher than the 4.36 
mills per kilowatt-hour, average of all 


$17,041,000 
7.0 








»f 


1- 
te 
ir 
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firm and secondary energy, arrived at by 
the engineers working under the assump- 
tions supplied them. 


Actual Effect of the St. Lawrence 
On Power Costs 


N the basis of New York state alone 
and assuming that all New York 
state is affected equally as of the time St. 
Lawrence comes into operation, the fol- 
lowing indicates the actual effect the St. 
Lawrence project will have on power costs. 
Generating costs are approximately 40 
per cent of total costs to customers. 

By the time St. Lawrence is completed 
the total capability of power resources in 
New York state will be over 10,000,000 
kilowatts. St. Lawrence capability will, 
therefore, be somewhere between 5 per 
cent and 7 per cent of the New York state 
capability. 

Assume first that New York state tax- 
payers carried all costs of St. Lawrence 
and delivered the power at zero cost. The 
reduction in power costs would be from 
2 per cent to 2.8 per cent. The authority 
report shows that the actual effects under 
its estimated cost would be less than one- 
third of this, or somewhere between zero 
and .7 per cent (seven-tenths of one per 
cent). 

If New England obtains a proportionate 
share of St. Lawrence, the total load af- 
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fected would be close to 16,000,000 kilo- 
watts and the average reduction under the 
engineers’ estimates would be somewhere 
between zero and .4 per cent (four-tenths 
of one per cent). 


Savings (?) 
HE New York State Power Authority 
report in its introduction states: 


Even though it (the engineers’ re- 
port) shows how much cheaper water 
power is than the equivalent steam... 


The engineers state on page 42 of the 
NYSPA report: 


From the above estimate it is apparent 
that the cost of power produced by the 
St. Lawrence project would be substan- 
tially less than the cost of power from 
the best steam plant that can be built. 


The report does not show either to be 
a fact. 

Some hydro projects can be built at a 
lesser firm power cost than steam. Many 
are far more expensive. Governmental 
comparisons have been on the basis of 
steam against hydro, charging all taxes 
against steam and no taxes against hydro 
as if the avoidance of taxes was an eco- 
nomic gain. This is the basis used in the 
New York State Power Authority report. 
This report does not prove that the St. 
Lawrence project can be constructed 


New York State Power Authority claimed sav- 


ings with tax avoidance at St. Lawrence .... 
State and local taxes avoided ................. 


With only federal taxes avoided 
Federal taxes avoided on operation 


Federal taxes avoided on bonds ............... 


In favor of steam on an equivalent basis 





$12,720,000 






eereece 


akan 3,873,000* 


4,000,000 to $ 8,000,000 
$ 6,053,000 to $10,053,000 


*This is the same federal income tax used as a charge against the equiva- 
lent steam. 
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cheaper than the equivalent steam and the 
engineers’ data do not so state. It only 
shows that the New York State Power 
Authority with no tax expenses can sell 
the power at a lesser cost than it can be 
sold from a steam plant that has to pay 
all taxes. 

The average New York state electric 
utility payment of state and local taxes for 
the year 1952 was $34.74 per $1,000 of 
investment. On this basis the St. Lawrence 
project would pay $10,900,000 for state 
and local taxes. The report shows the fed- 
eral taxes avoided to be $3,873,000. The 
tax-free bonds for building the project 
also represent from $4,000,000 to $8,000,- 
000 of tax avoidance. Most of the differ- 
ence in the interest rate between tax-free 
government bonds and taxable bonds is 
due to the taxes that have to be paid on 
the interest on the latter. This ratio may 
be two to one. 


HE New York State Power Authority 

report claims that the difference in 
total cost of the St. Lawrence project with 
no taxes, as compared to the cost of a 
steam plant with full taxes is $12,700,000 
per year. 

If the St. Lawrence project had to 
carry state, local, and other taxes as do 
the taxed electric utilities, the above differ- 
ence would be transferred as indicated in 
the table at bottom of page 743. 

Therefore, when equivalent taxes are in- 
cluded in the St. Lawrence costs, the total 
cost ratio is in favor of steam. 

The avoidance of taxes is not an eco- 


nomic gain. It is merely a transfer from 
one group to another. In the case of St. 
Lawrence, power can be sold at a lower 
cost if it pays no taxes. The total state 
and local taxes however are in no way re- 
duced—as a matter of fact they are in- 
creased—by St. Lawrence. Other state tax- 
payers will have to pay them. The citizens 
of New York state pay the taxes avoided 
by the nonpayment of state and local taxes 
by the St. Lawrence project. Avoidance 
of federal taxes has been reflected in the 
increase of the national debt. 


N°? provisions have been made to com- 
pensate the state and the local com- 
munities for the taxes lost by the aban- 
doning of the St. Lawrence River Power 
Company property, the taking over of 
other property, the increase in govern- 
mental expenses due to the St. Lawrence 
project, or the additional loss of the rev- 
enue due to St. Lawrence being tax free. 

To date the Power Project Impact Re- 
port has been withheld by the Power 
Authority. 

Under the circumstances it is doubtful 
whether New York state taxpayers will be 
enthusiastic to sell power from their tax- 
free project to other states without some 
tax adjustment. While of value in obtain- 
ing backing for the project, there is no 
economic justification for New York to 
deliver St. Lawrence power to anyone out- 
side the state. 

The problems of St. Lawrence are many 
and varied. It will take patience and for- 
bearance to solve them. 





q “AMERICAN individualism . . 


. provides government aid and encouragement 


and protection for the individual and for industry, and eliminates government 


dictation and domination.” 
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Employee Contacts Crystallize 
Public Attitude 


The average contact employee rarely misrepresents facts to the 
consumer deliberately. But he may guess at something rather than 
check on the accuracy of his information. Here are some valuable 
and practical suggestions on public relations training of utility con- 
tact employees touching on such matters as speech, politeness, ap- 
pearance, information, and the interest created in the consumer's 


mind. 


By ALFRED M. COOPER* 


ECAUSE the power company concen- 
trates its service in a relatively small 
area, the attitude of the citizens it 

serves is of vital importance. Whereas a 
factory may sell to a world market, and 
the ultimate consumer may know or care 
little about the plant where the product is 
made, everything the utility does is good 
or bad news to its consumers. 

For this reason, errors once made in 
dealing with the public have a way of stick- 
ing in the minds of its consumers for 
decades. The public attitude toward to- 
day’s utility has for its basis a hard-core 
pattern of favorable and unfavorable 
memorics, in many cases extending back 
fifty years. 

During this half-century the physical 
service rendered by the power company 


_ *Professional writer of business articles, resident 
in Indio, California. 
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has markedly improved, there exists no 
general dissatisfaction with electric rates, 
and the utilities are carrying on an intelli- 
gent program of public information de- 
signed to keep consumers acquainted with 
the problems faced by the utilities and how 
these are being met in the public interest. 
All of these efforts to improve public 
attitude are essential. Every survey indi- 
cates that physical service ranks first 
among the factors influencing utility pub- 
lic attitude, with rates third, and publicity 
fourth. 
HAT, then, about the No. 2 factor, 
personal service of the employee? 
Since 1920 there has been a growing 
awareness on the part of management that 
the manner in which public-contact em- 
ployees dealt with consumers strongly 
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affected public attitude toward any utility. 

Although much thought has been given 
to this matter, the action taken to improve 
public contacting technique differs wide- 
ly. Thus, to the question, “What are you 
doing to train your employees in best 
methods of meeting the public?” you may 
receive replies such as, “Our supervisors 
are instructed to reprimand any employee 
who is discourteous,” or, “Supervisors of 
window personnel emphasize courtesy in 
breaking in new help,” or again, “We try 
to handle any consumer complaints of lack 
of courtesy so that there will be no 
repetitions.” 

Two additional reactions to that ques- 
tion are less commonly met with today. 
The first of these I received from an offi- 
cial of a government-owned utility. He 
said, “Our consumers are well enough 
treated. We give them what they pay for 
—continuity of electric service. Naturally, 
we expect a certain amount of consumer 
complaints.” 

The other reaction, also not common, 
but demonstrating infinitely greater grasp 
of the effects of public contacting by em- 
ployees, is, “We have instituted a formal 
course of training in public relations 
attended by all of our employees whose 
work calls for contacting the public.” Im- 
plicit in these last two replies lies a world 
of difference in management attitude to- 
ward the utility’s public relations. 


oe public relations training is 
to be carried on through a course of 
study attended by employees on company 
time, or whether instruction in contacting 
is to be given on the job by the super- 
visors, it is important to know what con- 
sumers say they like and dislike with refer- 
ence to the personal service they receive. 
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This is true, since public relations train- 
ing, to be effective, should be designed to 
overcome unfavorable consumer attitude. 

Public attitude surveys indicate that the 
consumer’s felt need, first and foremost, 
is that utility employees evince a genuine, 
sincere interest in whatever problem has 
brought him into contact with that em- 
ployee. He rates that degree of interest 
above everything, feeling (and rightly) 
that if the contact employee is genuinely 
interested, he will somehow satisfactorily 
take care of the consumer’s needs. The 
survey proves that the consumer gives a 
weight of 40 to interest in determining 
whether a contact has been properly car- 
ried out. 

Conversely, the consumer never excuses 
lack of interest on the part of the employee, 
no matter how polite this individual may 
be. Indeed, a polite brush-off, due to lack 
of interest, may well create antagonism 
quicker than anything else. Again, an em- 
ployee can be gruff and apparently unco- 
operative, even to the verge of surliness, 
yet if he takes care of the consumer’s prob- 
lem, that citizen leaves the company’s 
office with a friendly feeling toward that 
utility. Thus an employee who might be 
considered to be discourteous has served 
both the consumer and his company in 2 
satisfactory manner. 


Sees in importance, and carrying a 
weight of 25 on the entire contact, the 
consumer rates the quality of information 
he receives from the employee. Thus, when 
his queries are answered, or when informa- 
tion is volunteered by the employee, the 
consumer is satisfied only if it is accurate, 
complete, concise, and vivid. 
The average contact employee rarely 
deliberately misrepresents facts to the con- 

















sumer, but he may guess at something 
rather than take the trouble to check on 
the accuracy of his information. 

If the employee forgets to give the con- 
sumer all of the facts he should have, cer- 
tainly his information is not complete, and 
such omission can cause the consumer a 
lot of grief. 

Conciseness is valued, since rambling 
verbosity wastes time, and at the end of 
such a discourse the salient facts may have 
become lost in the telling. Brevity can be 
attained without brusqueness. 

The employee may have the most diffi- 
culty in grasping the factor “vividness.” 
Yet he soon comes to learn that simple, 
homely comparisons make his statements 
stick in the mind of the consumer. It is 
interesting to note that only the employee 
is in a position to check his information 
with reference to these four factors, and 
that he cannot do this unless he knows 
what these factors are. 


HE employee’s speech rates third in 

influencing the consumer’s attitude 
toward the contact and the utility, and 
speech carries a weight of 15. Pitch and 
tone of voice, enunciation and pronuncia- 
tion are the factors that determine the 
consumer’s reaction to the employee’s 
speech. 


EMPLOYEE CONTACTS CRYSTALLIZE PUBLIC ATTITUDE 


Of these, it is generally conceded that 
an unpleasant or unfriendly tone of the 
employee’s voice can cause plenty of 
trouble in a consumer contact. Faulty 
enunciation and pronunciation irritate 
some people, while others are much less 
sensitive to such defects in speech. 

The element of politeness refers only to 
those forms of address and general treat- 
ment of the consumer that may be classi- 
fied as polite. Thus circumscribed, it has 
a weight of but 10. Cold forms of polite- 
ness, in word or gesture, may be ever so 
correct, but it has been proved the con- 
sumer will excuse lack of politeness if he 
gets good service. 

The final element of the employee- 
consumer contact is the employee’s appear- 
ance. Its weight also is but 10, and if it 
were not for the fact that some types of 
clothing, and certain unpleasant manner- 
isms of the employee, irritate some con- 
sumers, appearance would receive even 
less consideration. 

Nevertheless, an employee should be 
dressed suitably for the work he or she 
is doing, and this means no extremes in 
style, and consistent neatness. Then some 
consumers are allergic to certain fraternal 
insignia, and equally sensitive to the em- 
ployee’s grooming — hair, teeth, breath, 
nails, et cetera. 





relatively small area, the attitude of the citizens it serves ts 


q “BECAUSE the power company concentrates its service in a 


of vital importance. Whereas a factory may sell to a world 
market, and the ultimate consumer may know or care little 
about the plant where the product is made, everything the 
utility does is good or bad news to its consumers. For this 
reason, errors once made in dealing with the public have a 
way of sticking in the minds of tts consumers for decades.” 
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If the average utility contact employee 
was not properly and conservatively 
dressed and well-groomed, then it is quite 
possible that appearance could develop into 
an element of the contact carrying much 
more weight. 


’ will be noted that among the above 
five elements listed as influencing the 
consumer’s reaction to a contact the term 
“courtesy” does not appear. This is not 
an oversight. Courtesy breaks down into 
the three elements, interest, speech, and 
politeness, and for instructional purposes 
the term courtesy is too all-inclusive. Fur- 
thermore, like many another good word, 
it has been overworked to the point that 
it may be meaningless to the very em- 
ployee who most needs instruction in 
methods of meeting the public. 

Instruction in public contacting may 
well be carried out in terms of the five 
elements of the employee-consumer con- 
tact : interest, information, speech, polite- 
ness, and appearance. Whether the super- 
visor of contact employees instructs his 
people on the job, or reprimands for faulty 
service to the consumer, these functions 
are better performed if the employee is 
familiar with these elements. Both instruc- 
tion and reprimanding should be carried 
out in terms of one or more of the fore- 
going elements. 

Formal training courses in public rela- 
tions get best results if the course outline 
is based on the five elements of the con- 
tact, taken up in their order of importance. 
A good introductory course, for example, 
may include two lessons on interest, two 
on quality of information, and one each 
on speech, politeness, and appearance. This 
gives the employee a chance to analyze his 
own personal service in terms of each of 
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the foregoing divisions of contacting. 
Such self-analysis is the essential basis of 
all good public-contact training, since only 
the employee can continuously check the 
interest he shows, the quality of his in- 
formation, et cetera, in every contact he 
makes. 


- _ysiecnaccings indicates that employees 

improve their contacting technique 
more rapidly if they are permitted to dis- 
cuss these matters in conference, rather 
than grasp all the new ideas through 
lecture. 

Conference instruction may be carried 
on by full-time instructors employed in the 
utility’s training department, or the im- 
mediate supervisors of the public contact 
employees may receive training in confer- 
ence management, and thereafter lead the 
training discussions with their own 
subordinates. 

In either instance the administrator of 
the program must prepare a number of 
thought-provoking discussion questions 
for use in each meeting, and all of these 
questions must deal with the subject to be 
discussed at the particular conference: 
interest, information, et cetera. When pos- 
sible the questions should deal with actual 
contacts between an employee and a con- 
sumer. In these the employees’ behavior 
should never be so faulty that there will 
not develop a sharp difference of opinion 
among the group members as to whether 
the contact in question was properly 
handled. 


AN excellent teaching device to use in 
connection with conference instruc- 
tion is the dramatized employee-consumer 
contact. These little skits are written and 
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Five Elements of Employee Contact Training 


= training courses in public relations get best results if the 
course outline is based on the five elements of the contact, taken 
up in their order of importance. A good introductory course, for example, 
may include two lessons on interest, two on quality of information, and 
one each on speech, politeness, and appearance. This gives the employee 
a chance to analyze his own personal service in terms of each of the 


foregoing divisions of contacting.” 








presented before the conference group by 
two employees. Each depicts a contact 
purposely containing certain “bugs” (in- 
stances of poor service) and after the 
presentation the group is asked to discuss 
the dramatization and tell how the contact 
could have been improved. 

If a rating sheet is furnished the em- 
ployees, each can rate the contact on a 
scale of 0 to 100, rating separately the five 
elements of the contact. 

After having made this rating, the group 
members are in a position to discuss intel- 
ligently the dramatized contact in justifi- 
cation of their ratings. All of this, of 
course, is instruction in public contacting 
of the highest order—and the employees 





enjoy it because it comes close to being 
painless instruction. Particularly in indus- 
trial training, it is well to make all learning 
as pleasant an experience as possible for 
the employee. 

The seven conferences aforementioned 
permit discussion in some detail on all the 
elements of the public contact, and this 
constitutes an excellent preliminary course 
in public relations. For these, employee 
meetings should be scheduled twice a 
month. 


r the employees’ supervisors are to lead 
the conferences, they should meet with 
the director in a “rehearsal meeting” just 
before any round of employee conferences 
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are to be held. In this meeting the director 
leads the identical conference the super- 
visors will later conduct with their own 
subordinates. The supervisors (of win- 
dow employees, meter readers, complaint 
adjusters, consumers’ service, et cetera) 
thus learn by observation how the confer- 
ence on any subject should be conducted, 
and it has been found they then lead re- 
sultful conferences with the employees. 

Where it is practicable to thus utilize the 
supervisors as leaders of training confer- 
ences in public contacting the costs of the 
training program are sharply reduced, and 
the instruction is of excellent quality. 
Furthermore, it should be noted that only 
the supervisor of contact employees is in 
a position to see to it that agreements 
reached in conference, as to best contact- 
ing methods, actually are put into effect 
on the job. This guarantees good carry- 
over from the training program to the 
daily work of the employee. 

As a follow-up to the preliminary series 
of seven conferences it may be advisable 
to have the contact employees themselves 
prepare a standard practice in public con- 
tacting. This calls for but a second series 
of meetings, and these may now be spaced 
a month apart. 


HE standard practice in public con- 

tacting should be divided into five 
sections—one for each element of the con- 
tact. It is surprising the amount of ma- 
terial the employees can develop from their 
experience in dealing with the public, un- 
der each of these heads. 

The method of procedure is simple. The 
supervisor-instructors prepare a number of 
questions built around typical cases in 
contacting, and these are issued to the 
groups. After discussion, the employees 
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agree on one or more best answers to each 
question, and the question and selected 
answers are incorporated into the standard 
practice. 

The standard practice in information 
becomes an excellent brochure for the 
guidance of new contact employees. Its 
pages are filled with common questions 
asked by consumers, and those replies are 
listed that experience has proved are best 
from the standpoint of promoting good 
will while protecting the company’s in- 
terest. 

Oftentimes a choice between three or 
four methods of handling a specific case 
is permitted. It has been found that such 
a compendium, prepared by the employees 
themselves, is much more cheerfully fol- 
lowed than is a set of fixed, arbitrary rules 
drawn up by the supervisors. In effect, 
the employees are sold on the methods rec- 
ommended during the discussions of this 
material. All standard practices should be 
mimeographed loose leaf, in order to per- 
mit of ready revision as conditions warrant 
changes. 

After approval by management, this 
standard practice in public contacting has 
the force of rules for the guidance of the 
employees in meeting the public. However, 
it should be emphasized to the employees 
that none of these rules are to be followed 
slavishly. 


beam supervisors as conference 
leaders performs a useful function, 
other than that of improving the perform- 
ance of contact employees. Thus in a util- 
ity employing, let us say, 5,000 people, 
similar conference training may be given 
in salesmanship and accident prevention, 
with shop, field, and sales supervisors con- 
ducting the training conferences. 
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In this manner it is possible to develop 
a corps of more than one hundred skilled 
discussion leaders, and on occasion these 
supervisors may conduct a company-wide 
series of two or three conferences on a 
subject as to which management wishes 
the employees to be especially well in- 
formed. So long as such meetings are not 
utilized to discuss matters pertaining to 
union affiliation there is really no limit to 
their usefulness. Being thus prepared to 
permit every employee to discuss subjects 
vital to the welfare of the company con- 
stitutes a most effective and unusual de- 
vice for executive control. 

Upgrading contact employees in better 
methods of meeting the public is a train- 
ing job, pure and simple, and best results 
are achieved when a regular course of 
training is devoted to this subject. 


ee possible, such training 

should be preceded by two surveys: 
one of public attitude toward the utility; 
the other a check of the level of employee 
performance in public contacting. These 
surveys may be carried out by agencies 
specializing in this service, or a small de- 
partment within the utility may keep a run- 
ning check both on public attitude and 
employee performance. 

A survey of employee performance 
made immediately following the first seven 
conferences always shows a sharp im- 
provement in contacting. This, in turn, is, 
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of course, reflected in improved public 
attitude toward the company. To anyone 
unfamiliar with the power generated in a 
properly conducted training conference the 
correlation here may well prove aston- 
ishing. 


oe again to the Big Four among 

the factors influencing public atti- 
tude: The operating department of the 
utility will take care of the physical serv- 
ice; the proper governmental authorities 
will regulate rates; and the public rela- 
tions and publicity departments of the 
utility will look after publicity and adver- 
tising. 

But the remaining factor, employee per- 
formance in meeting the public, can be 
properly taken care of only through train- 
ing, and should thus be approached. 

Certainly, from the standpoint of the 
lasting welfare of the utility, whether pub- 
licly or privately owned, training in pub- 
lic relations is as essential as sales training 
and training in accident prevention. If 
the methods herein suggested are em- 
ployed, the cost of such training is nominal 
and no additional help is required to carry 
it on. 

Occasional surveys of public attitude 
toward the company will prove that any 
intelligent effort expended in upgrading 
the personal service of contact employees 
measurably improves the utility’s public 
relations. 





CC YN the field of education it is no longer enough to do only what 

| can be done conveniently and without financial strain. As we 
have learned to do what is necessary to defend ourselves militarily, 
so we must recognize that if America is to thrive and prosper it ts 
essential for our youth and all our people to become better educated.” 


—KEITH FUNSTON, 


President, New York Stock Exchange. 
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Professional Qualifications of Federal 


Regulatory Commissioners 
Part II. 


In this second of a 2-part series of articles on federal regulatory 
commissioners, the author takes up the matter of the political sense 
of direction. As a practical consideration, we all know that the 
political characteristics of federal regulatory appointments and the 


conduct of federal commissioners while in office cannot be entirely 

ignored. What is the impact of the political sense of direction on the 

staff of the federal commissions? What has been its effect on the 

independence of the federal regulatory groups in the performance 
of their statutory duties? 


By LINCOLN SMITH* 


“What we, in a democracy, must insist 
upon is a government of laws well admin- 
istered by the right kind of men.’ 


EVERAL millions of Americans have 
the legal qualifications to be elected 
President, and several thousands 

possess the personal and professional abil- 
ity to do a “good job” in the highest elec- 
tive office in the world. Yet only one man 
is elected every four years. The reason, 
in brief, is that only one man has the politi- 
cal qualifications to attain the post. These 
include, intrinsically, among other things, 
*Visiting scholar, Columbia University, New 
York, New York. 
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his views on issues, his ability as a leader, 
and his political strength; extrinsically, 
the political climate, geographical factors, 
and ‘the nature of the opposition. The 
political characteristics of the successful 
candidate will be a pervasive influence on 
national policies. 

There is a good analogy between this 
and the diverse factors which determine 
the appointment of the commissioners who 
man our national independent regulatory 
commissions, even though the duties and 
responsibilities of commissioners are 
limited to specific segments of the econ- 
omy. Commissioners, to be sure, have a 
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narrower ambit of discretionary authority 
than the President, and organic statutes 
prescribe the greater portion of their tasks 
which are ministerial. But it is the range 
of discretion given them which is often 
the quintessence of regulatory administra- 
tion, and which gives the ultimate sense 
of direction to the particular commission. 

Commissioners must be trained and ex- 
perienced in a cognate profession which 
is related to their broad tasks on the com- 
missions; coextensively, they must have 
the political backgrounds the President and 
Senate have a right to demand for filling 
the posts. Otherwise, if the prospective 
commissioners had nothing to offer except 
skill and efficiency in how to regulate, the 
commission would function automatically 
as a group of technocrats. On the other 
hand, if the commissioners were politi- 
cians without any professional qualifica- 
tions for the work, the appointments would 
be strictly political sinecures. 


_ purpose of this article is to con- 
sider some of the political aspects 
which are inevitably connected with these 
appointments. It is the second in this series 
of commentaries on the qualifications of 
federal commissioners, complementing the 
article in the last issue of the Fort- 
NIGHTLY which analyzed the professional 
qualifications of the current commissioners 
on six commissions. That study indicated 
that the thirty-eight commissioners under 
consideration were all well-qualified pro- 
fessionally in law, business, engineering, 
public service, and scattered callings to do 
a “good” professional job on the respective 
commissions. 
It was also discovered that thirty- 
three of the thirty-eight commissioners 
had previously served the public in 


other capacities before going on the 
commissions. 

A few were professional civil servants 
under national or state merit systems, who 
were elevated to the administrative policy- 
making level. Others had varied experi- 
ences in vital administrative positions in 
Washington. A greater proportion, how- 
ever, were in the stream of political availa- 
bility; i.e., they had received election or 
appointment to public office. The range 
was from city or county attorney and local 
judge to state supreme court, state repre- 
sentative, state senator, lieutenant gov- 
ernor, U. S. Congressman, or U. S. Sena- 
tor.* Several had been members or staff 
assistants on state public utility commis- 
sions; a few had achieved staff status on 
national agencies. Many of these records 
lent prestige to the men and to the com- 
missions on which they sit. 

All these men had strong personal 
and/or political followings in their own 
Bailiwicks ; many had made important per- 
sonal and political contacts with key pow- 
ers in Washington. Several had been close 
to Senators in official capacities. The sig- 
nificance of this factor is more readily seen 
when it is recalled that the congressional 
delegation from the prospective commis- 
sioner’s home state often has a life or 
death grip on the movement to appoint 
him to the post. His candidacy must re- 
ceive clearance—especially with his own 
Senators. 


HE prospective commissioner must, 

then, pass the test of political accepta- 
bility, in addition to one of professional 
competence, to win the nomination and 
ratification for his post. This requirement 
applies with equal force to many other high 
executive and administrative appoint- 
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ments; otherwise we would have an irre- 
sponsible bureaucracy. And it may well 
be that an appointed commissioner has 
better administrative sense in a position 
of great power and responsibility because 
of his previous election to other public 
office. Even judges, whose court functions 
are professional and never political, must 
secure their appointments by the same 
political process as commissioners. What 
better recommendation for political fitness 
can be offered than votes of confidence 
from the grass roots? 

Actually, organic statutes governing the 
commissions specify some of the political 
means to give the President and Senate 
certain measures of control. The authority 
vested in the President to name the com- 
mission chairmen in most instances is to 
attune much of the work of the commis- 
sion with the general policies of the na- 
tional administration. The bipartisanship 
requirement for the composition of the 
commissions is another. More important 
are the policy and practice of delegating 
to the President initial responsibility for 
selecting and nominating the candidates. 
Chief executives are expected to delve, 
with propriety, into the views of prospec- 
tive nominees before they make up their 
minds whether a particular individual 
would be a desirable commissioner.* Al- 
though the practice varies among Presi- 
dents, very often the chief executive con- 
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sults incumbent commissioners who are 
close to him personally and/or politically 
(frequently the chairmen) before he de- 
cides that a candidate’s temperament and 
ideology would fit into the configuration 
of the commission and help it to mesh with 
national policies. 


Hus, the independence of the commis- 

sions is only relative. Commissions 
are not subservient to any branch of the 
government. They are independent in the 
sense that the President and Congress have 
no legal or moral right to interfere with 
the functions of the commissioners after 
they have taken the oaths of office; and 
that in matters of litigation the commis- 
sioners serve as impartial umpires among 
conflicting interests. Yet, in the selec- 
tion of top personnel, care is always 
taken to co-ordinate and integrate the 
commission with the general tenor of the 
national administration.* A strong ex- 
ecutive has various ways to register his 
imprint upon commission activities, while 
a President whose major interests extend 
in other directions may sporadically rely 
rather heavily upon White House staff for 
advice and suggestions. On occasions, 
especially when the President and Con- 
gress are not working together harmoni- 
ously, the Senate will assert itself and 
seize the initiative for control of appoint- 
ments. The point is that the political sense 


“COMMISSIONERS . . . have a narrower ambit of discretionary 
authority than the President, and organic statutes prescribe 
the greater portion of their tasks which are ministerial. But 
it is the range of discretion given them which is often the 
quintessence of regulatory administration, and which gives 
the ultimate sense of direction to the particular commission.” 
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of direction a commission takes is in- 
evitably determined by the human beings 
who direct its work. 

The “political sense of direction” thesis 
is predicated on the fact that each com- 
mission is served by a neutral and perma- 
nent staff of technical and professional 
experts working under, and protected by, 
tenure. In this sense the commissions are 
“going concerns.” It is the commissioners 
who supervise and direct the staff activi- 
ties. They also pilot the commission 
according to policies written by Congress 
and edited by the national administration 
—all under the latent supervision of the 
judiciary. Thus, the commissioners de- 
termine the sense of direction, but not the 
goal. 


HE point may be stated another way 

by indicating that the independent 
regulatory commissions eventually reflect 
the climate of opinion as evidenced by the 
election returns. This is documented by 
opinions of eminent authorities and ob- 
servers. For example, Senator O’Mahoney 
has stated : 


The Federal Trade Commission from 
1914 to 1921 was one sort of a com- 
mission, but from 1921 down to 1933 
it was an utterly different sort of a 
Federal Trade Commission . . . con- 
trolled by the policy-making power of 
the members of the commission whose 
point of view and whose purpose 
changed with the administration.* 


And Professor James C. Bonbright has 
written about the Federal Power Com- 
mission that “the whole social philosophy 
oi the commissioners was changed as a 
result of the change from the old-line 
Republican administrations of the postwar 
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period to the New Deal administration 
under Roosevelt.”* 


HE distinction is one between matters 

of basic or general policy and matters 
of administrative discretion. The former 
precepts, like those of judges, are minis- 
terial in nature. Commissioners are re- 
quired to administer the law as they find 
it, and to carry out legislative directives 
impartially. Sometimes, however, the 
directives are subject to honest differences 
in statutory interpretation. Human judg- 
ments count here. The law invariably does, 
however, allow the commission a limited 
range of administrative discretion within 
which the commissioners may make im- 
portant value judgments and policy de- 
cisions. The ambit of administrative dis- 
cretion may be exercised subjectively— 
many of the decisions within this galaxy 
call for overt political decisions. These 
phases of a commission’s task are not de- 
termined by ineluctable or inexorable logic 
as those of a judge presumably are. When 
the I°ederal Power Commission, for ex- 
ample, decided to issue a license to the 
New York Power Authority for the St. 
Lawrence project, it made a_ political 
choice, and ruled administratively on im- 
portant regional power policy. Commis- 
sions are called upon periodically to exer- 
cise their independent judgment on such 
perplexing questions as determining a 
reasonable rate of return, the current cost 
of money, and what constitutes adequate 
service—to cite only a few examples. 
These are not legal decisions, but human 
ones. 

Casting aside for the moment the 
possibility of appellate review, these 
opinions rest upon the collective discretion 
of the individual commissioners. 
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Commissioners and Politics 


“... it would be extremely difficult to draw up a blueprint of specifica- 
tions even as a minimum for the broad field of regulatory administration, 
or for ideal commissioners on any one agency. Paper qualifications make 
insufficient allowances for personal and temperamental factors which are 
vital in procuring a professional administrative team. It may now even be 
questioned whether the best commissioners are always the ones who possess 
professional expertise and familiarity with the specific subject matter with 
which the commission is concerned. Years ago when staff assistance was 
meager, some commissioners, particularly on the state level, did require 
a mastery of special skills.” 
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. I ‘HE point is that a large segment of 
the regulatory process is an integral 


part of the political process. At times they 


are indistinguishable. Professor John 
Dickinson of the University of Pennsyl- 
vania early recognized this phenomenon: 


Administrative tribunals do not have 
that independence from government 
which is one of the traditionally prized 
guaranties of the justice administered 
by our common-law courts. Their ad- 
judications, taking place as the very 
part and parcel of the process of gov- 
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ernment, are exposed to the influence 
of all the political forces which act upon 
government.” 


In many cases the span of administra- 
tive judgment which is subject to the 
political process is narrow; it often is a 
matter of temperament or approach to 
fundamental problems. Two reasonable 
individuals might well show a professional 
cleavage in views which differ in degree 
only. It may be the difference between a 
vigorous commission with a sense of mis- 
sion to promulgate detailed rules and 
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regulations, and a more passive or com- 
plaisant commission which prefers to 
leave more details to the initiative of 
private management.® They are not neces- 
sarily irreconcilable ; they could be choices 
of political expediency, or of honest dif- 
ferences as to which emphasis would best 
promote the exigencies of the common 
good. 

The “political sense of direction” thesis 
is only a relative one. The greater portion 
of the duties of the commission are pre- 
scribed. But the statutes permit a certain 
flexibility, wherein the expert judgment 
of the commission will be relied upon. 
This, after all, was one reason for vesting 
the administration of the organic statutes 
in commissions possessed with expert 
knowledge which courts lack. The direc- 
tion, then, is only supplementary to the 
ministerial functions required of the com- 
missions. Yet this supplement, or incre- 
ment, may alter drastically important 
phases of the work and policies of many 
commissions. 

No commission has unfettered and un- 
limited power to transgress or alter the 
laws it is required to administer; when- 
ever it attempts inordinancy, or shows 
contumacious disregard of the statutes, 
appellate reversal is a consequence. How- 
ever, there usually are limits delegated to 
the commission by legislative authority 
within which it can improvise intra vires. 
The recent tendency of the courts is to re- 
frain from substituting judicial judgment 
for bona fide commission conclusions 
within the permitted area of commission 
discretion.® 


A’ the risk of oversimplification, the 
writer cites three dissimilar cases of 
professional regulators with excellent ex- 


perience and qualifications who were not 
appointed or reappointed to commissions 
primarily because their philosophies of 
regulation were not in the directions of the 
predominant and controlling political 
philosophy at the particular time. Com- 
missioners Leland Olds and Thomas C. 
Buchanan were not reappointed to the 
FPC, nor James M. Landis to the Civil 
Aeronautics Board, because the public 
policies they espoused were not in tune 
with those of the President and/or Senate. 
The character, integrity, or professional 
ability of these men was not at stake— 
their views were.”® 


cine professional qualifications of a 
commissioner always cannot be sepa- 
rated categorically from his political ac- 
ceptability for the post. They are not 
mutually exclusive ; at times they are inter- 
related and interdependent variables. In 
his scholarly analysis of top personnel, 
Professor Herring wrote that “even the 
able commissioners would seldom have at- 
tained to their positions without political 
connections.”"* Professor Sharfman, who 
lauded the ability of the members of the 
Interstate Commerce Commission, con- 
cluded that the “dominant emphasis has 
generally been placed upon considerations 
of character, training, and experience.” 

“Considerations of fitness,” however, 
“have inevitably been linked in some meas- 
ure with personal geographic and occupa- 
tional factors, and the actual appointments 
have often been subjected to the final test 
of political expediency.” 

An earlier treatise showed that “the 
claims of merit to appointment have had 
to compete with political and personal in- 
fluences, with the demands of sectional 
and occupational groups.” After careful 
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study and review of 32 appointments to 
the Interstate Commerce Commission, 
over a period of twenty-five years, that 
writer attributed the patent categories 
which accounted for the selection of the 
commissioners as follows: personal influ- 
ences, nine commissioners; occupational 
influences, five; qualifications and train- 
ing, twelve; geographical influences, ten; 
political influences, fourteen. His view 
was that “appointments should be based 
upon qualifications for the task and 
divorced from political considerations.”™ 


B" it would be extremely difficult to 

draw up a blueprint of specifications 
even as a minimum for the broad field of 
regulatory administration, or for ideal 
commissioners on any one agency. Paper 
qualifications make insufficient allowances 
for personal and temperamental factors 
which are vital in procuring a professional 
administrative team. It may now even be 
questioned whether the best commission- 
ers are always the ones who possess pro- 
fessional expertise and familiarity with 
the specific subject matter with which the 
commission is concerned. Years ago when 
staff assistance was meager, some com- 
missioners, particularly on the state level, 
did require a mastery of special skills. Most 
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commissions now, however, are relatively 
well staffed, and the abler commissioners 
will rely upon their assistants for all detail 
work. This view was sustained by the late 
Commissioner Eastman: 


It is not necessary for the members 
of the tribunal to be technical experts 
on the subject matter of their adminis- 
tration. As a matter of fact, you could 
not find a man who is a technical expert 
on any large part of the matters upon 
which the Interstate Commerce Com- 
mission finds it necessary to pass. The 
important qualifications are ability to 
grasp and comprehend facts quickly, 
and to consider them in their relation 
to the law logically and with an open 
mind." 


|. wanna authority concluded that char- 

acter becomes more important as 
commissions have built up able staffs of 
experts to advise them on technical ques- 
tions.?® One could add that intelligence and 
problem-solving ability are very highly 
relevant qualities. These observations 
seem to lead to a logical conclusion that 
the best commissioners in the present era 
are those who are preoccupied with the 
forest more than with the trees. They need 
to be primarily administrators who are 


“A COMMISSION lacking a sense of direction would be like a 
strong and well-equipped ship without a pilot. It ts just as 
important to keep the commission in the right political direc- 


tion as it is to have commissioners who are thoroughly familiar 
with their subject matter. A highly efficient commission, like 
the British administrative class, would constitute a professional 
regulatory bureaucracy. Its value in free government depends 
not only upon its professional competency but also upon its sen- 
sitivity and responsibility to the political pulse of the nation.” 
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quick to grasp the main points at issue, 
possessors of keen perceptives, critical 
minds, command of ideas, and sure com- 
mon sense. The hopeful sign is that the 
evidence indicates that recent trends in 
the appointment of commissioners have 
been to enlist the “generalist” more often 
than the specialist for top administrative 
policy-making posts. The specialists are 
kept on tap but not on top.”” 


HE postulate for the “generalist” com- 

missioner is not an absolute value. A 
“generalist” with nothing but superficial 
ability is like Veblen’s concept of “trained 
incapacity.” If Dean Appleby’s statement 
is universal that “the politician is the pre- 
eminent practicing generalist in demo- 
cratic government,””* it might be argued 
that professional politicians make the best 
commissioners. But the impressive list of 
professional qualifications for each of the 
thirty-eight commissioners under consid- 
eration in the present series shows that in 
virtually all cases a good balance of talents 
has been secured. Both breadth and depth 
of knowledge have been required by the 
appointing authorities. 

Is regulatory administration, or is it 
becoming, a distinct profession in itself? 
Are there any indications that professional 
administrators in regulation will become 
a recognized career service? If the answer 
depends upon the development of a specific 
curriculum criteria for the training of 
commissioners, such as in the schools of 
law, engineering, and medicine, the answer 
is in the negative. Regulation is so broad 
and requires so many diversified back- 
grounds that no set pre-entry training 
program can suffice. I'urthermore, oppor- 
tunities to serve as commissioners are com- 
paratively recent in origin and are limited 
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to a few hundred national and state 
commissioners. 


Nn the other hand, certain evidence 
points toward a top career service. In 
the lower echelons, the national commis- 
sions and several state commissions have 
well-established professional staffs which 
operate under the classified civil service. 
Cross-employment from state to state is 
becoming more popular ; so is promotional 
fluidity from some of the leading state 
staffs to permanent employment with staffs 
of national commissions! And occasionally 
a highly meritorious staff assistant has 
been promoted to the rank of commis- 
sioner, 

Another indication in this direction, 
noted in Part I of this article, is that the 
national government has been recruiting a 
significant number of its commissioners 
from similar positions on state commis- 
sions. Nine out of thirty-eight present 
commissioners served previously as com- 
missioners in Wyoming, Louisiana, New 
Hampshire, Wisconsin, Missouri, and two 
from Washington state. Just recently, 
President Eisenhower has _ underlined 
an apparently intentional administration 
policy of using state commissions as a 
training ground for federal commissions 
by two more nominations of this type: 
John H. Winchell, formerly chairman of 
the Colorado Public Utilities Commission, 
was nominated as commissioner on the In- 
terstate Commerce Commission, and 
George C. McConnaughey, formerly 
chairman of the Ohio Public Utilities 
Commission and also former president of 
the NARUC, received an interim appoint- 
ment as chairman of the Federal Com- 
munications Commission. It is noted that 
all five of the present FPC commissioners 
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previously served as state regulatory com- 
missioners. 

Examples could be cited of state com- 
missioners who rejected proffers of federal 
commissionerships. Several others had 
held appointive posts where in large seg- 
ments of their work were closely related 
to their responsibilities on the commis- 
sions. Six more commissioners had previ- 
ously served as staff members on their own 
or on other federal commissions. It is 
now possible for an increasing number of 
men to devote the major portion of their 
lifework to the public regulation of 
economic enterprise. 


HE National Association of Railroad 

and Utilities Commissioners, a pro- 
fessional organization, is growing in 
strength, prestige, and influence. Its prac- 
tice is never to interfere with the appoint- 
ment of commissioners, though individual 
members and leaders of some of the re- 
gional organizations occasionally seem to 
wield some strength. Highly reputable 
professional magazines and trade journals 
in public utilities, trade regulation, finance, 
and communications, and a growing 
amount of professional research are steps 
in the same direction. The regulators 
have numerous outlets for their collected 
thoughts. Their performances on the job 
are watched and evaluated by their col- 
leagues. Thus, their views on present 
problems are well known; they are mat- 
ters of record. In short, both their pro- 
fessional qualifications and their political 
philosophies are known and are taken into 
consideration before they are promoted to 
national commissions or reappointed to 
their present positions. 
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The political sense of direction will con- 
tinue to be one of the controlling deter- 
minants in the appointment of commis- 
sioners. Two remote possibilities might 
diminish its influence, but not eliminate it: 
(1) Congress might write its directives in 
greater detail and put the commissions in 
a legislative strait jacket. That would de- 
stroy the entire concept of the independent 
commission. (2) The commissions (like 
the courts of chancery) might become ex- 
tremely judicialized and rely very heavily 
on stare decisis in building up and adhering 
to formal and inflexible precedent. Then 
commissioners would have little latitude 
for their own judgments. That would ob- 
literate the entire concept of administra- 
tive law. Even if this should occur, com- 
missioners, like judges, would still have 
opportunities to inscribe their own politi- 
cal philosophies and economic theories into 
commission decisions. 


pceenee lacking a sense of direc- 

tion would be like a strong and well- 
equipped ship without a pilot. It is just 
as important to keep the commission in 
the right political direction as it is to have 
commissioners who are thoroughly fa- 
miliar with their subject matter. A highly 
efficient commission, like the British ad- 
ministrative class, would constitute a pro- 
fessional regulatory bureaucracy. Its value 
in free government depends not only upon 
its professional competency but also upon 
its sensitivity and responsibility to the 
political pulse of the nation. How to main- 
tain a proper balance between the two 
forces is one of the problems of democ- 
racy. Recent progress seems to be a hope- 
ful sign. 
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The Price of Freedom 


+ a authors of our liberty . .. made it crystal clear that the 
enjoyment of liberty is the greatest of all human rights; 
and like all other rights and privileges of man, it carries with it 
grave responsibilities and obligations. Foremost among these is 
the obligation to use our freedoms honestly for the good of our 
fellow men, and never to claim them falsely as a shield for evil. 
Thus the authors of our liberty were careful to decree that freedom 
of speech does not mean freedom to slander; that freedom of the 
press does not protect us from the laws of libel; and that the right 
to bear arms is not a license to murder. And surely they did not 
believe that any freedom they had won, gave them the right to 
destroy the freedom of others, or to betray the people of this 
nation into servitude under a foreign power.” 
—BENJAMIN F., FAIRLEss, 
Chairman of the Board, United 
States Steel Corporation 
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Dixon-Y ates Contract 

N November 17th the controversial 
Dixon-Yates contract for private 
utility power supply to supplement TVA 
went before the Securities and Exchange 
Commission for approval of financing. In 
view of the fact that the SEC had ap- 
proved two similar plans by private utility 
interests to supply power directly to the 
Atomic Energy Commission, it was gen- 
erally believed that the SEC would ap- 
prove. That is, assuming that the financial 
setup was not greatly out of line with the 
previous arrangements, which would seem 

to be the case on the surface. 

Opponents of the Dixon-Yates contract, 
however, were expected to make a good 
deal of outcry before the SEC. Disin- 
terested observers felt that they were mere- 
ly playing out their cards. The direct con- 
gressional responsibility for the contract 
ended, technically, when the Joint Atomic 
Energy Committee approved (10 to 8), 
by a strictly party vote, a waiver of the 
statutory 30-day waiting period before the 
contract could be put into effect. 

But political agitation continued un- 
abated for the reason that some Congress- 
men felt that they had found a promising 
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Washington and 


the Utilities 


political issue. There was much talk of 
Congress “refusing funds” to carry out 
the contract. There was also talk of the 
contract never going into effect. There 
was more talk about the contract being 
rescinded through the exercise of the 3- 
year “recapture clause,” which had been 
put into the contract as a concession to its 
critics while it was still before the com- 
mittee. 


—- deal of this is political fireworks. 
As a matter of fact, there seems to be 
little that the 84th Congress can do, even 
after it is organized by the Democrats next 
January, to block the contract. Two major 
concessions by the administration—limita- 
tion of $600,000 a year on the company’s 
earnings and possible recapture of the 
plant within three years after the contract 
becomes effective—probably satisfied some 
lukewarm supporters of the plan. Threats 
by public power bloc Congressmen to with- 
hold funds for the contract cannot be made 
good until such funds are actually needed 
by the AEC to purchase power to be de- 
livered from the proposed plant—which 
will require at least two years for con- 
struction. 





WASHINGTON AND THE UTILITIES 


\. from a small amount of line con- 
struction by TVA, the question of 
congressional funds appropriated to carry 
out the federal government’s end of the 
Dixon-Yates contract will, in all probabil- 
ity, have to await action by the 85th Con- 
gress, to be elected in November, 1956. 

As for the 3-year “recapture clause,” 
there are factors which mitigate against 
any recision, even by a Democratic Con- 
gress looking for political capital against 
its Republican predecessor. The Atomic 
Energy Commission would have to exer- 
cise the option to recapture on behalf of 
the federal government. It could be done 
within a period of three years only upon 
refunding cost incurred, etc.—adding to 
the budget obligation. The AEC, upon 
testimony of its chairman, Admiral 
Strauss, refused to commit itself to an 
exercise of the government’s option to re- 
capture merely on request of the congres- 
sional Joint Committee on Atomic Energy, 
or even by a majority resolution of Con- 
gress. Chairman Strauss did say that the 
AEC would feel obligated to exercise its 
option upon positive directive of Congress 
by affirmative legislation. This would 
mean an act of Congress commanding the 
majority of both houses, subject to presi- 
dential veto, which would have to be over- 
ridden by two-thirds majority of both 
houses. Practically speaking, this does not 
seem to be in the cards. It is seriously 
doubted if a recapture—once the Dixon- 
Yates plan was in successful operation— 
could even command a majority of both 
chambers. 

The Democratic 84th Congress will, 
therefore, probably be restricted to a series 
of investigations, including not only the 
Dixon-Yates contract, but similar con- 
tracts between the AEC and private power 
groups along with other antiutility probes. 
Such investigations, however, will have to 
be considered in the light of the fact that 


the former Truman administration was 
the first to negotiate AEC-private power 
contracts, with the stated purpose of limit- 
ing government business activity and giv- 
ing private industry a chance to share in 
the program development. 


= 
Phillips Case Defended 


E state-federal commission harmony 
that characterized the recent sixty- 
sixth annual meeting of the National As- 
sociation of Railroad and Utilities Com- 
missioners was not matched at another 
Chicago meeting held about the same time. 
The thirty-fourth annual meeting of the 
American Petroleum Institute was the 
scene of an exchange of views on the sub- 
ject of gas regulation between Governor 
Kennon (Democrat, Louisiana) and 
Chairman Kuykendall of the Federal 
Power Commission. Kennon called the U. 
S. Supreme Court’s decision in the Phil- 
lips Case “an example of overcentraliza- 
tion of government and an industry-de- 
stroying situation which demands con- 
gressional action.” Kennon said, “it 
follows that the FPC will find itself in- 
volved with the investigation of oil costs 
as well as gas costs.” 

A similar view was taken by A. M. 
Rippel, manager of Phillips Petroleum 
Company’s natural gas department, in 
comment made during the opening sessions 
of the API meeting. “It is no more logical 
to regulate the production of gas than to 
regulate the producers of coal, the grow- 
ers of wheat and cotton, or the miners of 
iron ore,” Rippel declared. J. E. Dyer, 
president of Sinclair Refining Company, 
urged oil companies to respond to the chal- 
lenge of natural gas by stepping up pro- 
motion of fuel oil. 

FPC Chairman Kuykendall assured the 
industry that new federal regulations 
would recognize that “financial rewards 
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must be commensurate” with the risks of 
discovery and production. He said FPC 
has been ordered to regulate the price of 
natural gas sold in interstate commerce by 
producers. FPC will recognize the need for 
incentive rate making, he said, “no matter 
what methods may be employed in testing 
the reasonableness of producers’ rates.” In 
reference to the Rippel charge, he said: 
“We do not want to socialize the natural 
gas industry.” 

The federal district court in Houston, 
Texas, has denied an injunction which 
would have prevented Texas Illinois 
Natural Gas Pipeline Company from tak- 
ing a contract dispute with Magnolia 
Petroleum Company to the FPC. The de- 
cision, if final, would be another setback 
to efforts of gas producers.to challenge the 
authority of the FPC to rule upon the 
obligation of producers, if any, to go on 
supplying gas under contracts which con- 
tain so-called “escape clauses.” The fifth 
U. S. circuit court of appeals at New 
Orleans has already granted a “stay” 
against the FPC in this case, pending fur- 
ther appeal from the lower court’s de- 
cision. 

A 6 per cent return is the latest allow- 
ance approved by an FPC examiner in a 
gas rate case, in which approximately half 
of a $5,857,591 annual wholesale increase 
planned by the Texas Illinois Natural Gas 
Pipeline Company would be granted. The 
FPC staff recommended a 54 per cent re- 
turn, while the company contended that it 
was entitled to a 64 per cent return. 


w 
Ike Backs Dixon-Yates 


reneged Eisenhower’s vigorous de- 
fense of the Dixon-Yates proposal at 
his press conference last month brought 
forth one of the clearest statements yet to 
come from the administration on its atti- 
tude toward the public versus private 


DECEMBER 9, 1954 


power issue. The President reiterated his 
belief that it was time to call a halt to fed- 
eral expansion of TVA facilities and see 
what private enterprise could do about 
meeting additional area power needs. 

Recalling that the federal government 
has spent billions in the development of 
water resources in the Tennessee Valley 
Authority area, augmenting construction 
of hydroelectric dams with steamegenerat- 
ing plants, the President raised the ques- 
tion whether there was a lopsided situation 
developing in which the TVA area was 
being promoted at the expense of the rest 
of the country. He said that when TVA 
advocates protested any cutback in federal 
development, he asked them if they were 
ready to support the same kind of develop- 
ment for other areas of the country. They 
never have answered that question, he 
noted. 

* 


Northwest Power Plan 


i een Pacific Northwest utilities have 
offered $350,000 to the Corps of En- 
gineers so that studies can proceed on the 
John Day dam, one of the few remaining 
undeveloped sites on the Columbia river 
(Oregon-Washington). The money would 
be given to the Army Engineers interest 
free for preliminary studies and designing. 
The proposed hydro project would have a 
capacity of over 1,000,000 kilowatts. Ef- 
forts to obtain such funds from Congress 
last session were unsuccessful. The three 
companies making the offer are Pacific 
Power & Light Company, Portland Gen- 
eral Electric Company, and Washington 
Water Power Company. 

Paul B. McKee, president of Pacific 
Power & Light, said the offer was induced 
by the grave concern the companies feel 
over the need to get new large projects 
started promptly to meet power needs of 
the region in the early 1960’s. 





Wire and Wireless 


Communication 


Arizona Ruling Considers 
“Attrition Loss” 


i ike Arizona Corporation Commission 
is the latest state regulatory agency 
to attempt to compensate for so-called 
“attrition loss,” a term which has been 
applied during the current inflationary 
period to the deterioration of the rate of 
return resulting from high-cost plant addi- 
tions. The allowance was made in an 
order of the Arizona commission allow- 
ing Mountain States Telephone & Tele- 
graph Company to increase its revenues 
from business in the state by $2,587,206 
a year—about 15 per cent over its present 
growth. 

The increase approved constitutes about 
65 per cent of the company’s request last 
June for increased revenues totaling 
$4,002,802. The commission held that the 
“fair value” of the company’s intrastate 
property was $50,995,608. Commissioner 
Parkman described this figure as a mean 
average between the original cost of the 
company’s equipment, less depreciation, 
and its present replacement value. The 
utility had asked for “fair value” at pres- 
ent replacement costs and set a value of 
$56,953,000 on this basis. The commis- 
sion noted that since the last increase 
allowed in 1951, the company’s rate of 


return had frequently dropped below 6.25 
per cent approved at that time and re- 
affirmed as reasonable. Over a test period, 
the return dropped as low as 4.65 per cent. 

Such losses could not be recouped, but 
the commission accepted the testimony of 
its staff engineer that the monthly average 
rate of attrition was .027125 per cent per 
month. It made allowance for attrition 
for a period of thirty months beyond the 
mid-point of the test period (from June 
30, 1953, to December 31, 1955) by ad- 
justing the net earnings realized under 
the present rates during the test period. 

Various approaches to the problem of 
attrition were described recently in a re- 
port submitted to the National Associa- 
tion of Railroad and Utilities Commis- 
sioners by the NARUC’s committee on 
progress in the regulation of public utili- 
ties, headed by Benjamin F. Feinberg, 
chairman of the New York commission. 


. was reported to the NARUC’s commit- 
tee that the Chesapeake & Potomac 
Telephone Company of Virginia recently 
sought to adjust actual earnings for the 
test period downwards by one-half of one 
per cent for attrition. A majority of the 
Virginia commission, however, based its 
findings on actual earnings. In the state 
of Washington, the Pacific Telephone & 
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Telegraph Company sought to use a 
period-end rate base to minimize the effect 
of attrition or erosion. The Feinberg re- 
port noted, however, that the company 
did not adjust revenues or expenses to 
conform to the period-end base, nor did 
the company contend that the use of a 
period-end base would cure or eliminate 
attrition. The Washington commission 
found it too conjectural to attempt to 
measure the future dollar effect of attri- 
tion. On the other hand, according to the 
report, Chairman Davison of the New 
Hampshire commission said that, follow- 
ing a remand from the state supreme 
court in a case involving Public Service 
Company of New Hampshire, the commis- 
sion said that it had used a year-end rate 
base related to average earnings for the 
year to offset the expected deficiency in 
earnings for the coming year. 


ie the Arizona case, described above, the 


commission found that a reasonable 
allowance for attrition is one which will 
permit the company to realize the rate of 
return (6.25 per cent) which the commis- 
sion finds necessary over a 2-year period 
from the time the new rates go into effect, 
which would cover substantially the years 
1955 and 1956. Using differential cal- 
culus, the commission’s staff engineer 
projected a monthly average of attrition 
to a mid-point. In order to arrive at this 
average the commencement of the aver- 
aged period was pushed back somewhat 
to a period when the attrition loss first 
began to show up. Based on an average 
period of thirty months, the staff engineer 
came up with a monthly attrition loss rate 
expressed in terms of a percentage of the 
rate base. This allowance for a period of 
two years in the future was translated into 
dollars and found to amount to $366,498, 
which the commission designated as 
“slippage.” 
DECEMBER 9, 1954 


pe mcrsne sig Parkman’s opinion in- 
dicates the way in which the commis- 
sion made the necessary adjustment. He 
stated as follows: 


There are several methods which 
could be followed in making an allow- 
ance for attrition. One possibility would 
be that the attrition of .0271523 per 
cent per month accumulates in thirty 
months to .81375 per cent, which figure 
of .81375 per cent would be in addition 
to the fair rate of return which the 
commission finds necessary for the com- 
pany to actually earn. Another method 
would be to multiply the base upon 
which Mr. Howe (the staff engineer) 
computed his attrition; namely, $45,- 
038,213, which is the average net in- 
vestment for 1953, by the cumulative 
attrition of .81375 per cent, which 
gives a total attrition for thirty months 
of $366,498. 

A third possibility, and the one which 
this commission feels most nearly con- 
forms to the nature of attrition, is to 
adjust the net earnings being realized 
under the present rates; namely, 
$2,368,524, for this slippage of $366,- 
498. This produces a going level of 
earnings of $2,002,026. This $2,002,- 
026 is the amount of average annual 
earnings which the company may be 
expected to earn upon property of the 
fair value of $50,995,608 during the 
two years after the rate adjustment is 
put into effect. 

The figure developed by Mr. Howe 
for converting a deficiency in net oper- 
ating earnings to a deficiency in reve- 
nue after allowance for federal and 
state income taxes, gross revenue taxes, 
and other items was 45.81 per cent, so 
that after the deficiency in earnings is 
determined, it should be divided by this 
conversion factor to find the additional 
revenue requirements of the petitioner. 
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Financial News 
and Comment 


By OWEN ELY 


New Forecasts for the 
Gas Industry 


} Ramee the confusion in the gas in- 
dustry resulting from the Supreme 
Court decision imposing federal regula- 
tion over sales of interstate gas by inde- 
pendent producers, and the so-called 
“price freeze” by the Federal Power Com- 
mission, the industry remains optimistic 
over the future growth trend. 

The chart on page 769 indicates con- 
tinued steady sales of gas ranges and 
water heaters, despite some competition 
from the electric utilities, and this trend 
may improve when natural gas comes to 
the Pacific Northwest. Conversion of 
house heating from oil to gas is pro- 
gressing steadily in many areas, particu- 
larly where aggressive campaigns are be- 
ing waged such as that of Brooklyn Union 
Gas. The use of underground gas storage 
is another favorable factor in the expan- 
sion of house heating, putting the business 
on a more efficient year-round basis (see 
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chart on page 771) and reducing sales of 
interruptible gas at marginal prices. 

The American Gas Association has re- 
cently issued some new estimates of gas 
requirements and supply for the years 
1954-57, which are summarized in the 
accompanying table. (See page 768.) 
Total firm annual requirements are ex- 
pected to increase 18 per cent in 1957 as 
compared with 1954, while peak-day re- 
quirements will be up 21 per cent. On 
the other hand, the total year’s supply will 
gain only 11 per cent and peak-day sup- 
ply 16 per cent. The excess supply over 
firm requirements (in therms) will re- 
main about the same in 1957, with inter- 
ruptible sales and company use gaining 
only about 2 per cent. Underground 
storage is expected to supply 37 per cent 
more gas in 1957 than this year. 

In the consumer demand for gas, house 
heating may require 29 per cent more gas 
in 1957 than in 1954 while other residen- 
tial use will increase only 13 per cent, it is 
estimated. Residential space-heating cus- 
tomers are expected to aggregate nearly 
17,000,000 in 1957. 


ae 
Pacific Power & Light 
Company 


—— Power & Licut COMPANY on 
May 21st merged with Mountain 
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States Power Company, and as a result 
the combined company (with annual reve- 
nues of about $39,000,000) now operates 
in an area extending about 1,000 miles 
east and west and 400 miles north and 
south—although, of course, there are 
other utilities in the area. Thus Pacific 
‘P&L serves important areas in Washing- 
ton and Oregon and smaller sections in 
Idaho, Montana, and Wyoming. The 
merger was a second major step in the past 
three years for Pacific, the first being the 
construction of the $37,000,000 Yale 
hydro project in 1951-53. This has 
proved very successful, the two new gen- 
erators having produced as high as 133,- 
000 kilowatts, or about one-quarter more 
than their name-plate rating. 


Pactrc’s newly acquired territory has 

many important resources and indus- 
tries, including vast fir and pine lumber op- 
erations, agriculture and allied industries, 


and important oil and natural gas produc- 
tion in Wyoming. The five states together 
produce annually more than 12 billion 
board feet of soft-wood lumber, or 41 per 
cent of the nation’s total. Much of this 
cutting is done on a perpetual-yield basis, 
which means that no more timber is felled 
annually than is replaced by new growth. 

Wyoming’s oil and gas production has 
grown impressively. In 1953, crude oil 
production was 82,000,000 barrels, an in- 
crease of 220 per cent over 1940, and 
valued at over $189,000,000. Since 1951, 
new discoveries have exceeded production 
by nearly 200 per cent. Total proven re- 
serves at the end of 1953 were estimated 
at 1.3 billion barrels. Crude oil is carried 
by pipeline as far away as St. Joseph, 
Missouri, Wood River, Illinois, and Salt 
Lake City, Utah; refined products from 
Casper refineries to Denver. Natural gas 
reserves in Wyoming are estimated in ex- 
cess of 2.3 trillion cubic feet, from which 
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AGA FORECASTS OF GAS INDUSTRY REQUIREMENTS 
AND SUPPLIES, 1954-57 
(Millions of Therms) 


Per Cent 

Requirements 1954 1957 Increase 

SRR PURI 29 hc ant Mom ae a eee as walle belo 20,495 25,228 23% 
REE MGB iS nh abu o Sue se se ebacwesawkice ss 13,090 16,879 29 
SE Se ih oa sa ae ae owe eee dene enue 7,405 8,349 13 
rer CS ean ere ae 5,498 6,382 16 
Industrial and Other—Firm ..................cee00- 22,589 26,355 17 
URE ys hes bows climes haweeneee 48,582 57,965 19 
SM UR TERR EOI ees Solo isu ov saadew ease eons 7,647 8,510 11 
Total Firm Reguirements ...............0000 56,229 66,475 18 
Peak-day Requirements ..................2268- 344 416 21 

Supply 

Cfatp oh Coc 0) Seer ee are 72,389 80,780 12 
From Underground Storage .................00.- 3,602 4,922 37 
go Oe Ee ee ren 68,787 75,858 10 
SRR ees AG Sas ch sca ssace cee sebese aes 891 786 D12 
eee NE Neon SC adh sis Gwols sine snails 73,280 81,566 11 
Se Ay SY, SoC UShacc sits ices weiesoes ses 357 415 16 
Excess Supply over Firm Requirementst .............. 17,324 17,425 1 
Needed Additional Supplyt ...............-- ce eeeeees 273 2,334 755 
Net Excess or (Needed Additional Supply) ........... 17,051 15,091 Di11 
Interruptible—Sales and Company Use ...............-- 16,018 16,295 2 
Total Firm Requirements and Interruptible Deliveries . . 72,247 82,770 15 





*Excludes natural gas used for reforming, ll as 5 
+Represents quantities for all those companies which indicated an excess of supply over firm requirements. 
Represents quantities for all those companies which indicated the need of additional supplies. 
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GAS APPLIANCE SALES 
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SOURCE: AMERICAN GAS ASSOCIATION 








INCE 1945, nearly 19 million gas ranges and more than 14 million 

automatic gas water heaters were bought, according to Gas Appliance 
Manufacturers Association. Thus two out of every five homes in the 
United States are equipped with postwar model gas ranges, and one in 
three have gas water heaters made during this eight-year period. 
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more than 92 billion cubic feet are drawn 
annually. 

Sources of farm income in the territory 
include hops, grass seed, fruit, grains, 
seed potatoes, dairying and livestock pro- 
duction. The entire area is popular as a 
vacation land, and tourist spending in the 
five states is estimated at over $585,000,- 
000 annually. 


own company’s revenues are about 95 
per cent electric, with the remainder 
from steam heating, telephone, and water 
service. Revenues by states are divided 
about as follows: 


Washington 
Wyoming 
Montana 


The population of the service area of the 
merged company is estimated at 1,120,000, 
a gain of over 43 per cent since 1940. 
The larger cities served include Portland, 
Oregon (402,000); Yakima, Washing- 
ton (42,000); Casper, Wyoming (29,- 
000); Walla Walla, Washington (26,- 
000); Corvallis, Oregon (18,000); and 
Astoria, Oregon (14,000). 

Portland, where the company’s head- 
quarters are established, is a natural cen- 
ter of water, rail, highway, and air trans- 
portation. The city ranks near the top 
among Pacific coast ports in total tonnage 
handled. Many firms utilize Portland as 
a distributing point, and it is becoming 
a major terminal for trade with Alaska, 
much of which is air-borne. The value 
of manufactured products in the city was 
estimated at $500,000,000 in 1953, an in- 
crease of $115,000,000 since 1947. Port- 
land is now enjoying a building boom, 
with new hotels, office buildings, etc., 
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projected. (See Business Week of Sep- 
tember 4th. ) 

Pacific Power & Light had generating 
capacity of about 302,000 kilowatts be- 
fore the merger and Mountain States 
(which bought much of its power) added 
about 45,000 kilowatts. The merged com- 
pany should be able to supply some 45 per 
cent of its energy requirements in 1954. 
The remainder will be purchased mainly 
from Bonneville, with which the company 
entered into a new 20-year contract on 
August 31, 1953, and from the U. S. 
Bureau of Reclamation in Wyoming. 
Supplemental power is obtained from 
other utilities in the Northwest Power 
Pool, and from miscellaneous sources. 


| jreomen hydro projects now under con- 
struction on the Columbia river will 
add about 3,200,000 kilowatts of generat- 
ing capacity to the area’s resources, con- 
sidered sufficient (if present construction 
schedules are maintained) to meet esti- 
mated firm requirements of the entire 
Northwest until about 1960. Paul B. 
McKee, president of Pacific Power & 
Light, believes that in order to insure 
ample capacity after 1960 comprehensive 
plans should be made for investment of 
some $2 billion in hydro projects. In his 
opinion, Congress could not be expected 
to furnish this entire amount, but under 
the Eisenhower partnership program he 
has estimated that Washington might 
furnish 20 per cent for flood control, navi- 
gation, and irrigation, while the local utili- 
ties would furnish 80 per cent ($1.6 
billion) for electric power generation. On 
an annual basis this would mean that the 
local utilities would raise $160,000,000, 
while Congress would appropriate $40,- 
000,000, a very reasonable schedule. 
Pacific Power & Light has joined with 
Washington Water Power, Portland Gen- 
eral Electric, and Montana Power in 
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| UNDERGROUND GAS 
STORAGE 


CUMULATIVE CAPACITY IN 
BILLIONS OF CUBIC FEET 
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GAS STORAGE WELL 
i SOURCE: AMERICAN GAS ASSOCIATION 1,735 








| gageorenagey G numbers of house heating customers are being served as 
a result of extensive development by gas companies of natural gas 
underground storage facilities in the United States. Such “warehousing” 
of natural gas has been increased by nearly five times in the past decade. 
Piped in during mild weather when demand is low, this gas will provide 
heat this winter for approximately 14 million homes sheltering 46 million 
people. 
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forming a new corporation, Pacific North- 
west Power Company, with proposed 
eventual capital of $300,000,000 debt and 
$50,000,000 stock. The new corporation 
has asked permission to study two Snake 
river sites—Mountain Sheep and Pleasant 
Valley—below the controversial Hell’s 
Canyon site. Of course, this is opposed 
by the Hell’s Canyon Association, which 
has also violently attacked Idaho Power’s 
plans. (The FPC has held long hearings 
on the latter, but has made no decision. ) 

The 4-company group had formerly 
planned to study two other sites—Bruce’s 
Eddy and Penny Cliffs on the Clearwater 
river (a branch of the Snake)—but Penny 
Cliffs is being dropped. The proposed 
Northwest Power dams on the Snake 
river would cost over $200,000,000 in pri- 
vate capital (with the federal government 
contributing its quota for flood control, 
navigation, etc.) and would generate some 
850,000 kilowatts. In addition, Pacific 
Power & Light itself is investigating addi- 
tional sites on the Lewis river above the 
Yale project, as well as the 100,000- 
kilowatt Green Peter site on the Santiam 
river in Oregon, the latter involving fed- 
eral participation for flood control. The 
company has also indicated its intention 
to participate in the proposed John Day 
project. 


HERE has been some recent appre- 
hension that the election of a Demo- 
cratic Congress and more particularly 
the election of Senator Neuberger from 
Oregon, might stymie the President’s 
partnership power program. The utility 
companies appear confident, however, 
that this will not be the case. Other elec- 
tion results in the Pacific Northwest did 
not indicate any trend toward public 
ownership. 
For example, in the North Lincoln 
county area along the Oregon coast, 
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voters rejected by an over-all vote for the 
fifth time a public utility district proposal 
to annex Pacific Power & Light Company 
property, involving around 3,000 cus- 
tomers. Near by, voters rejected a Tilla- 
mook County PUD’s $2,700,000 bond 
issue. In eastern Oregon, a proposal to 
dissolve Union County People’s Utility 
District carried by a vote of 2,641 to 
1,340. The district put the measure on 
the ballot after two attempts earlier this 
year to gain approval of a $4,500,000 
bond issue to finance a condemnation 
award against California-Pacific Utilities 
Company, serving the area. 

It is true that the new Northwest Pub- 
lic Power Association has drafted a pro- 
posed federal bill for a 4-state “Columbia 
River Development Corporation” to re- 
place Bonneville. This would be set up “to 
borrow vast sums of money at very low 
rates of interest,” either directly from the 
Treasury or by means of a federal guar- 
anty. In other words, it looks like an 
attempt to revive the old Columbia Valley 
Authority, and seems unlikely to prove 
any more successful—particularly as the 
public power group in Congress is so 
heavily involved in TVA. 


mies Power & Licut evidently de- 
sires to play a major role in the devel- 
opment of the new power projects which 
are pending in the Northwest. As a pre- 
liminary move, perhaps, the company 
conducted an aerial inspection tour of its 
5-state area during September 6th-12th. 
The company’s guests included eleven 
bank officials and fifteen analysts and ex- 
ecutives of investment firms and financial 
services, the group being almost evenly 
divided between the East and West. In 
general, the guests represented banking 
houses with which Pacific Power & Light 
and Mountain States Power had done 
business in recent years. 
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The party assembled at Denver, where 
it was joined by company officials and 
directors, for a 5-day tour. Scenic high 
lights were the flights over Jackson Hole, 
the Grand Tetons, Yellowstone Park, and 
scenic sections along the Oregon coast. An 
added thrill was the bus trip through the 
Big Horn and Wind river basins in Wyo- 
ming. The trip gave ample opportunity to 
inspect many of the famous dams and 


= 


prospective hydroelectric developments in 
the Northwest, and to appreciate the tre- 
mendous power potential of the Columbia 
river and its tributaries, the Snake and 
Clearwater. 

From start to finish, the trip was one 
of the best managed and most enjoyable 
of the many utility inspection trips in 
which your editor has been privileged to 
participate. 


ELECTRIC UTILITY STATISTICS AND RATIOS 


Unit 


Operating Statistics 


Output KWH—Total (September) 
Hydro-generated 
Steam-generated 

Capacity (September) 

Peak Load (June) 

Fuel Use (August) : Coal 


Coal Stocks 
Customers, Sales, Revenues, and Plant (August) 


KWH Sales—Residential 
Commercial 
Industrial 
Atal NHGL: BEISC: o:5:d:00s.00'0% 
Customers—Residential 
Commercial 
Industrial 
Total, Incl. Others 


Income Account—Summary (August) 


Revenues—Residential 
Commercial 
Industrial 
Total, Incl. Misc. Sales 
Sales to Other Utilities 
Misc. Income 
Expenditures—Fuel 
Labor 
Misc. Expenses 
Depreciation 


Interest 

Amortization, etc. ......... 
Net Income 

Preferred Div. (FEst.) .... 
Bal. for Common Stk. ( Est.) 
Common Dividends ( Est.) . 


Electric Utility Plant (July) 
Reserve for Depreciation and Amort. .... 
Net Electric Utility Plant 


D—Decrease. NC—Not comparable. 


Bill. KWH 


Mill. KW 


Mill. Tons 
Mill. Mcf 
Mill. Bbls. 
Mill. Tons 


Bill. KWH 


Per Cent Increase 
Latest Latest 
Month 12 Mos. 


Latest 
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| RR SS 
RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 








Share Earnings* 
11/17/54 Divi- Cur- Price- 
Price dend Approx. rent % In- 12 Mos. Earns. 
About Rate teld Period Ended = Ratio 
Pipelines 
Alabama-Tenn. Nat. Gas 19 i 3.2% $1.45 Sept. 
East. Tenn. Nat. Gas ... 10 — 50 Sept. 
Mississippi Riv. Fuel .... } A) 3.70 Sept. 
Southern Nat. Gas : 1.86 Sept. 
Tenn, Gas Trans, ..... 1.80 Sept. 
Texas East. Trans. ..... 1.62 June 
Texas Gas Trans. ....... 1.53 June 
Transcontinental Gas .... 2.04 June 


Averages 
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Integrated Companies 
American Natural Gas .. 46 
Colorado Interstate Gas . 47 
Columbia Gas System .. 
Commonwealth Gas 
Consol. Gas Util. ....... 
Consol. Nat. Gas 

El! Paso Nat. Gas 
Equitable Gas 
Kansas-Neb. Nat. Gas .. 
Lone Star Gas 
Montana-Dakota Utils. .. 
Mountain Fuel Supply .. 
National Fuel Gas 
Northern Nat. Gas 
Oklahoma Nat. Gas 
Panhandle East. P. L. .. 
Pennsylvania Gas 
Peoples Gas Lt. & Coke .. 
Southern Union Gas .... 
United Gas Corp. ...... 


Averages 
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Sept. 
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Retail Distributors 


Alabama Gas 

Atlanta Gas Light 

Brooklyn Union Gas .... 
Central Elec. & Gas ... 
Central Indiana Gas .... 
Chattanooga Gas 

Gas Service 

Hartford Gas 

Houston Nat. Gas 

Indiana Gas & Water .... 
Kings Co. Lighting 

Laclede Gas 

Minneapolis Gas 

Mississippi Valley Gas .. 
Mobile Gas Service 

New Haven Gas 

New Jersey Nat. Gas ... 
Northern Illinois Gas ... 
Pacific Lighting 

Portland Gas & Coke.... 
Providence Gas 

Rio Grande Valley Gas .. 
Seattle Gas 

South Jersey Gas 

United Gas Improvement 36 
Washington Gas Light .. 34 
Western Kentucky Gas.. 14 


Averages 
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LS LL SL 
RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND 
WATER UTILITIES 


Share Earnings*—— 
11/17/54 Divi- Cur- Price- 
Price dend Approx. rent % In- 12 Mos. Earns. 
About Rate teld Period crease Ended Ratio 
Communications Companies 
Bell System 
Amer. Tel. & Tel. (Cons.) = 
Bell Tel. of Canada 
Cin. & Sub. Bell Tel 
Mountain States T. & T. 118 
New England T. & T. .. 136 
racine Tels. & Tél. .6cci 129 
So. New England Tel. .. 38 


Averages 


Independents 
Calif. Water & Tel 
Central Telephone 
Florida Telephone 
General Telephone 
Inter-Mountain Tel. ..... 
Peninsular Tel. 
Rochester Tel. 
Southeastern Tel. 
Southwestern Sts. Tel. .. 
Telephone Bond & Share . 
United Utilities 
Western Union Tel. 

Averages 


ansit Companies 
Capital Transit 
Cincinnati Transit 
Dallas Ry. & Terminal .. 
Greyhound Corp. ........ 
Los Angeles Transit .... 
National City Lines 
Phila. Transit 
Rochester Transit 
SE EOUISTE SA. vic c%s 
Twin City R.T. 
United Transit 

AVOrageS .osciass 


Water Companies 

Holding Companies 
American Water Works . 
New York Water Service 70 

Operating Companies 
Bridgeport Hydraulic ... 31 
Calif. Water Service .... 38 
Elizabethtown Water ... 
Hackensack Water 
Jamaica Water Supply .. = 
New Haven Water 
Ohio Water Service .... 4 
Phila. & Sub. Water .... 52 
Plainfield Union Wt. ... 53 
San Jose Water . 
Scranton-Springbrook ... 18 
Southern Calif. Water .. 14 
West Va. Water Service 42 


Averages 
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A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. D—Decrease. *Earnings are calculated on present number of shares outstanding, except as otherwise 
indicated. **On average shares outstanding. #—A 2 per cent stock dividend was also paid December 30, 
1953. (a)—Paid 4 per cent stock dividend. NC—Not comparable. E—Estimated. 
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What the State Commissioners 
Are Thinking About 


Excerpts and digests from the opinions expressed in 
reports and addresses at the annual convention of the 
National Association of Railroad and Utilities Com- 
missioners in Chicago, Illinois, from November 8th to 


11th, 1954. 


On Atomic Energy 


¢ es ecg of the Atomic Energy Com- 
mission for the production of atomic 
materials have increased considerably—other 
facilities are in the course of completion and 
efforts are constantly being made to find 
methods of producing nuclear energy at a 
cost which would not be prohibitive. The cost 
of nuclear power plants varies greatly and 
exceeds by a wide margin the $150 to $200 
per kilowatt cost of installed capacity of con- 
ventional thermal power plants. Studies in- 
dicate that even after low-cost nuclear fuel is 
achieved, not more than about $300 per kilo- 
watt of installed capacity can be spent if a 
nuclear power plant is to be competitive. ... 
“{The] committee is more familiar with 
the project of The Detroit Edison Company 
and its associates, which is now being carried 
on under the name ‘Atomic Power Develop- 


e 


ment Associates.’ This group now comprises 
18 utility companies and six nonutilities. It 
has requested the association of nine addi- 
tional companies, seven of which are electric 
power systems. It is possible that more will 
be added in the future. 

“The group has concentrated its efforts in 
the fast breeder reactor, but is maintaining 
a careful interest in other promising reactor 
concepts. It has planned a research and de- 
velopment program extending through the 
next three years which may cost up to $12,- 
000,000. At the present time, breeder reactor 
developments have not advanced to the point 
where competitive power can be achieved.” 

—Report of Committee on Development 

and Use of Atomic Power in the Elec- 
tric Industry, John H. Hessey of Mary- 
land, chairman. 


On Community Antenna TV Systems 


“— my opinion it is doubtful if the Fed- 
eral Communications Commission has 
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jurisdiction over a community antenna tele- 
vision system, as such, particularly with re- 
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spect to the regulation of rates charged for 
installation or monthly charges for services 
rendered. Jurisdiction of the Federal Com- 
munications Commission over these functions 
is not only doubtful but in my opinion unde- 
sirable. ... 

“Tt is difficult to see what national purpose 
would be served by the federal government 
regulating local rates and charges of CATV 
systems whose sole contact with interstate 
commerce is to take a weak or a nearly dis- 
sipated signal and regenerate it for local use. 
Nor can their activities be deemed a burden 
upon interstate commerce. They impose a 


e 


charge for that which a broadcaster gives 
free if the subscriber has an antenna and re- 
ceiving set powerful enough to capture it in 
its weakened phases. Regulation of rates or 
charges of essentially a local activity should 
be by local authorities if the states be so ad- 
vised. 

“Judgment as to local needs is made 
from a more intimate knowledge of local con- 
ditions by local officials than by other legisla- 
tive bodies.” 

—Joun C. DoERFER, 

Member, Federal Communications Com- 

mission. 


On Debt Ratio 


as several cases, where commissions 
have found a low debt ratio to be con- 
trary to the public interest because of the in- 
crease in income taxes, they have substituted 
a higher ratio that appeared more reasonable. 
The substitution of a ratio of 40 per cent to 
45 per cent has been quite common. The cases 
listed below exemplify this point: 


Commission 
Colorado . 


Company Reference 
..-Re Mountain States 

Teleph. & Teleg. 
1 PUR3d 129 


Order No. 4096 
7/29/54 


Co. 
Dist. of Col. .Re Chesapeake & 
Potomac ‘Teleph. 


0. 

Maryland ....Re Chesapeake & 
Potomac Teleph. 
Co. of Baltimore 
City 


100 PUR NS 
161 


Re Southern Bell 
Teleph. & Teleg. 


Tennessee ... 


Co. 100 PUR NS 33 
Re Mountain States 
— & Teleg. 


0. 
. Washington Public 
Service Commis- 
sion wv. Pz 


cific 
Teleph. & Teleg. 100 PUR NS 
Co. 309 


' 2 PUR3d 75 
Washington 


“On the other hand, in two of the cases 
discussed below, low debt ratios were found 
to be reasonable: 

“Massachusetts—The commission deemed 
a low debt ratio of 34.2 per cent to be proper 
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where all recent financing has been by debt 
and the company is an independent operating 
unit whose stock is widely held (Re Pittsfield 
Coal Gas Co. 3 PUR3d 1). 
“South Dakota—The commission held that 
a debt ratio established by a company in good 
faith and within the limits of reasonable dis- 
cretion should not be rejected by the com- 
mission in determining a fair rate of return 
after considering cost of capital (Re North- 
western Bell Teleph. Co. 100 PUR NS 221).” 
—Report of Committee on Progress in the 
Regulation of Public Utilities, Benjamin 
F. Feinberg of New York, chairman. 
~ = utilities must enter the capital mar- 
ket continuously year after year for 
large sums of capital, both to finance growth 
and to refund existing debt, the increase in 
interest rates in 1953 raised debt cost. In some 
instances because of high debt ratios or poor 
earning records, utilities’ debt cost will in- 
crease further. Due to the present low interest 
rates, a number of utilities are planning on 
refunding presently outstanding bond issues 
and the present tendency of many utilities is 
to increase their debt ratio, irrespective of 
the fact that market price of stock has been 
increased materially.” 
—Report of Committee on Corporate 
Finance, Charles H. Heltzel of Oregon, 
chairman. 


On the Function and Status of Microwave Installations 


CC i . or the future we can expect an ever- 
increasing use of microwave systems, 
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particularly as new techniques and equipment 
become available through the concerted de- 
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velopment work that is going on constantly. 
While large commercial development has 
taken place, authorizations for frequencies 
in the microwave range are still on an experi- 
mental basis. The commission is studying the 
placing of the microwave services on a 
‘regular’ basis. 

“It would not be appropriate to forecast 
the outcome of the current studies with re- 
spect to the use of microwave frequencies as 
there are now formal rule-making procedures 
before the commission. You can be assured, 
however, that the commission is deeply con- 


3 


scious of the necessity of fostering tech- 
nological development, and its efforts in the 
field of regulation will be directed toward the 
attainment of effective frequency utilization. 
While the number of frequencies in the 
microwave range is greater than we have had 
available in the lower ranges, the supply is not 
inexhaustible and it is imperative that we be 
not wasteful of this precious resource.” 


—Joun C. DoeErRFER, 
Member, Federal Communications Com- 
mission. 


On Future NARUC Activities 


as | FEEL an extremely important service 
in the coming year, and perhaps for 
many years, will be the opposition to the ex- 
tension of the Interstate Commerce Commis- 
sion’s § 13 power to include railroad train 
service. ; 

“The area of this conflict is both in 
the legislative field and before the Interstate 
Commerce Commission. . . . 

“Another important service will be efforts 
to attain enactment of legislation to amend 
the Federal Power Act so as to correct juris- 
dictional conflicts between the federal and 
state regulatory commissions. 

“As to the committee work of the associa- 
tion, two important services this year will be: 
the revised Uniform Systems of Accounts 
for Electric, Gas, and Water Utilities, which 
our committee on accounts and statistics ex- 
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pects to have completed in 1955 ; and possible 
revisions in the Telephone Separations 
Manual, which is presently being undertaken 
by our special telephone committee and which 
may reach completion in 1955. 

“The separations and toll rate disparity 
committee is suggesting a revision of separa- 
tion procedures which would transfer prop- 
erty and expenses from intrastate to inter- 
state service. For the nation as a whole it is 
estimated that the proposed plan would re- 
duce annual intrastate revenue requirements 
by about $35,000,000. This shift in revenue 
requirements should be very helpful in re- 
ducing the disparity between state and inter- 
state toll rates.” 

—W. F. WuitTnNey, 

President, National Association of Rail- 

road and Utilities Commissioners. 


On Mobile Telephone Service 


oe i my judgment, the role and intent of 
the telephone industry in the field of 
radio are to help customers meet their needs 
in this new communications art as it has in the 
older art of wire telephony. There is nothing 
contrary to the interests of users eligible to 
obtain private system frequencies in having 
the communications common carriers furnish 
the facilities required to utilize them since 
the user retains full control, and the carrier 
is only a purveyor of equipment and main- 
tenance service. 

“Actually, the common carriers’ willing- 
ness to provide these systems in many cases 
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makes it easier and more practicable for 
licensees to utilize their frequencies. Users 
not only get reliable service but they have no 
capital outlay—no concern about hiring main- 
tenance employees or agencies, no ob- 
solescence worries, etc. 

“More and more licensees of these private 
systems are finding it to their advantage to 
avail themselves of the ‘know-how’ of the 
telephone companies in establishing their 
mobile radio systems. The telephone com- 
panies have available in many locations over 
the country trained engineering forces to 
plan such facilities and also competent plant 
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personnel to install and maintain these sys- 
tems. 

“Many of the telephone companies are 
engaged in this activity, and the Bell system 
companies alone are providing almost 1,300 


base stations and 12,300 mobile units for 
some 700 licensees.” 
—Rosert D. YEOMANS, 
Member, Washington Public Service Com- 
mission. 


On the Progress of Regulation 


“—T; is my firm belief that utility services 
in the American economy can be suf- 
ficient only under wise regulation of free 
enterprise, and only under wise regulation 
can enterprise remain free. The responsibil- 
ity we bear is a vital one.... 

“We have functioned during the past ten 
years in a period of extreme inflation, con- 
tinual increases in costs, unprecedented ex- 
pansion of services, and continual applica- 
tions for adjustments in utility rates to keep 
pace with the effects of inflation. It has been 
a strenuous period and probably we have all 
been faced with greater work loads and 
heavier responsibilities than at any time pre- 
viously in our regulatory activities. 

“T think we have come through with flying 
colors. The American system of private op- 
eration of utility enterprises has been pre- 
served and strengthened. The accomplish- 
ments of those utilities in whose operations 
we are interested have been many, and their 
importance in the welfare and safety of the 
nation is exceeded by few, if any, industries.” 


—C. L. “Roy” DouHeErty, 
Retiring president, National Association 
of Railroad and Utilities Commissioners. 


¢¢ WN the past years we have received many 
comments on conflicts between state and 
federal jurisdiction and many examples of 


instances where the federal jurisdiction en- 
croached upon and attempted to supersede 
that of the state. This year, we are glad to re- 
port that this situation appears to be greatly 
improved. Some conflict still exists, but ef- 
fective co-operation now seems to be the rule 
rather than the exception. This new attitude 
is reflected strongly in the present federal 
power policy which seems to be based upon 
the principle that the government closest to 
home is the one best able to reach equitable 
decisions and that higher authority should 
not intervene without good cause.” 
—Report of Committee on Progress in the 
Regulation of Public Utilities, Benjamin 
F. Feinberg of New York, chairman. 


ce HE question whether a utility which 
renders unsatisfactory service may be 
penalized by reduced rates is one upon which 
there is a diversity of opinion. Some com- 
missions have done so; and, on appeal, some 
courts have reversed the commissions. Re- 
gardless of legal technicalities, it seems that 
good public relations, and willing public ac- 
ceptance of a rate increase, require that a 
company seeking an increase should be sure 
that it is giving the best service in its power 
before it asks for higher rates.” 
—Report of Committee on Progress in the 
Regulation of Public Utilities, Benjamin 
F. Feinberg of New York, chairman. 


On Public Relations 


¢ ye should be our constant aim and pur- 

pose to promote a fuller and better 
understanding on the part of the public per- 
taining to the regulation of public utilities 
and prescribing for application of just and 
reasonable rates... . 

“An informed electorate is one of the safest 
pillars in our form of government and an 
uniformed and ill-advised electorate will in- 
variably, by its action, cause injustice, harm 


to itself, and the destruction of our rights 
and liberties. ... 

“People should be reminded that the regu- 
lation of public utilities is based upon the 
free enterprise system within the framework 
of state and national constitutions. Incen- 
tives and not punishments distinguish a free 
country from a police state. Hence, the denial 
of an opportunity to earn a reasonable profit 
is, in fact, the taking of private property for 
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public use without compensation. This should 
not be overlooked as a basis of facts for in- 
formation to relay to the public. Does the 
public know that in many instances upward 
adjustments in utility rates are substantially 
lower than the relative increase in the cost 
of living? You and I know these things but is 
the public aware of the situation? Rates are 
confusing. 

“We know that the U. S. Supreme 
Court has decreed that income taxes of utili- 
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ties have to be considered a cost of operation. 
That is the old Galveston Case. It is amazing 
how many well-informed people do not 
realize this—we all pay more in income taxes 
than reflected in our returns. Customers of 
utilities, when they pay their bills, must make 
contribution to the customers of the govern- 
ment-aided tax-free utilities.” 
—C. L. “Roy” DoHERrTy, 
Retiring president, National Association 
of Railroad and Utilities Commissioners. 


On “Purchased Gas” Clauses 


“> final technique which has been 
very widely adopted, and which has 
much to recommend it from the point of view 
of avoiding the delays of regulatory pro- 
cedure, is the introduction of the ‘purchased 
gas’ clause into the rate schedules of natural 
gas distributing companies. Data are not im- 
mediately available as to the extent of this 
practice, and it may be that its importance 
will be materially diminished as the result of 
the Phillips decision. These clauses are com- 
parable generally to the fuel clauses which 
are almost universally accepted in connection 
with power or manufactured gas rates, and 
permit an escalation in rates to consumers 
dependent upon the price of purchased gas 
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collected by the pipeline company. There are 
valid criticisms of such provisions, of course, 
and it seems clear that they must be so worded 
as (1) to permit the commission to prejudge 
their necessity by requiring adequate notice 
to be filed accompanied by appropriate 
financial data, and (2) to provide for refunds 
to retail customers in the event of a refund 
to the distributor under the Natural Gas Act. 
If these safeguards are included, there would 
seem to be little reason why a clause of this 
sort is not a valuable adjunct to regulation at 

the state level.” 
—Re port of Committee on Rates of Public 
Utilities, David M. Brackman of Massa- 

chusetts, chairman. 


On Rates of Public Utilities 


ee toed of the orders of the various com- 
missions discloses no visible tendency 
in those states which have been committed to 
the original cost theory to adopt a computed 
cost basis in order to compensate for the ef- 
fects of inflation. The Federal Power Com- 
mission, of course, remains steadfast in its 
traditional position. On the other hand, in 
those jurisdictions which were previously 
committed to a computed cost rate base, the 
orders entered during the year have indicated 
no tendency to modify their position. ... 

“Similarly, there has been a noticeable 
reluctance among regulatory authorities to 
adopt the technique of economic depreciation, 
which involves an allowance for depreciation 
costs based on replacement costs of utility 
plant. So far as appears, no commission has as 
yet permitted any such accounting treat- 
ment.... 
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“On the other hand, there has been sub- 
stantial recognition given to the problems of 
inflation by many commissions, and various 
means of assisting the utilities have been 
adopted. The phenomenon of attrition has, 
for example, been noted and some relief 
given on account of it. By this term is meant 
the tendency of the rate of return to diminish 
gradually as plant facilities are added at cur- 
rent cost levels. This factor seems to have 
been a major consideration up to the present 
time only in the telephone industry, but it is 
demonstrably present there and there is 
every indication that similar claims may be 
made in the future by other utilities. In at- 
tempting to meet these claims, some jurisdic- 
tions have used a rate base as of the end of 
the period instead of an average over the 
period, thus giving effect to the construction 
program, or have incorporated into the rate 
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base some, at least, of the plant under con- 
struction. In other states, a rate of return has 
been used which is higher than would other- 
wise be employed, the higher rate being 
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justified by the evidence regarding attrition.” 

—Report of Committee on Rates of Public 

Utilities, David M. Brackman of Massa- 
chusetts, chairman. 


On REA Telephone Loans 


74 HAIRMAN Broyles of the Louisiana 

C commission has commented that 
REA telephone loans to small companies in- 
crease problems of rate making. Nearly all 
these loans and plant expansions have taken 
place in a period of great inflation. Most of 
the borrowers’ plants are obsolete and must 
be replaced largely by high-cost construction. 
The larger companies have a mixture of low- 
cost and high-cost plant and their average 
cost per installed station is less than that of 
REA borrowers. Some of these borrowers 
have an interest rate of only 2 per cent for 
90 per cent of their capital, which compares 
with an interest rate of 3.75 per cent and debt 
ratio of 40 per cent to 50 per cent which the 
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larger telephone companies have. Chairman 
Broyles states: ‘It is, therefore, obvious that 
the company that borrows 90 per cent of its 
total capital at a rate of 2 per cent can get 
along with a much lower rate of return than 
6 per cent.’ 

“Chairman Broyles also points out another 
difficulty pertaining to charges for rural serv- 
ice by REA borrowers, since the loan con- 
tracts contain restrictions against mileage 
charges or zone rates ; but it is expected that 
changes in the REA’s methods and policies 
may alleviate some of these problems.” 

—Report of Committee on Progress in the 

Regulation of Public Utilities, Beniamin 
F. Feinberg of New York, chairman. 


On Regulatory Lag 


at Fo is a distinct tendency in the 
state commissions, at least, to cut 
down the delays in deciding rate cases; 7. ¢é., 
the so-called regulatory lag. The Hon. G. M. 
Blackstock, former chairman of the Board 
of Public Utility Commissioners of the 
Province of Alberta, proposed early in 1954 
the use of a ‘traditional loss allowance’ to 
recompense the utilities for serious delays in 
rate case proceedings. The reactions of the 
various state commissions to this suggestion 
were not favorable, and in the one jurisdic- 
tion within which it seems that such a treat- 
ment was required by law, it was denied 
further support during the past year. The 
more realistic approach, at least in jurisdic- 
tions where there is no provision for making 
rate increases effective under bond, would 
seem to be so to streamline rate case pro- 
cedure that the commission’s order is avail- 
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able within a reasonable time after the new 
rates are filed. The utilities themselves can, 
of course, materially assist in shortening the 
regulatory lag by proper preparation. A re- 
view of the cases shows that an inordinate 
delay during the past year was the exception. 
Most rate cases appear to have been decided 
in three to six months after the new tariffs 
had been filed, and in some cases the delay has 
been even less. Although there is no doubt 
but that the case load has been lighter during 
the past year than for some time past, it is 
equally clear that the utility commissions 
have generally made a sincere effort to meet 
the problem of the regulatory lag in the most 
obvious and practicable manner.” 


—Report of Committee on Rates of Public 
Utilities, David M. Brackman of Massa- 
chusetts, chairman. 


On Tariff Simplification 


LTITOUGH real progress has been made 
toward the goal of tariff simplifica- 


74 


781 


tion, much remains to be done. [The] com- 
mittee feels very strongly that the NARUC 
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should continue to co-operate in every prac- 
tical way with both the rail and motor carriers 
as they conduct their investigations and 
formulate their tariff improvement proposals. 
To this end we submit the following recom- 
mendations: 


“(1) That the individual state commis- 
sions, members of this association, actively 
support the tariff simplification programs 
of both the rail and motor carriers and 
process as promptly as practicable the ap- 
plications of the carriers seeking authority 
to implement the recommendations made 
by the joint committee for the railroads 
and by the corresponding committee of the 
motor carriers. 

“(2) That study be authorized of the 
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practicability of a nation-wide uniform in- 
trastate tariff circular containing rules and 
regulations to govern the compilation and 
filing of freight tariffs containing matter 
applicable on intrastate traffic. 

“(3) That the special committee on tariff 
simplification be continued for another 
year and its membership expanded to eight 
members—one from each major railroad 
tariff publication territory—with a chair- 
man from the country at large with the au- 
thority to participate to the extent practi- 
cable in the tariff improvement program of 
both the rail and motor carriers.” 


—Report of Special Committee on Tariff 
Simplification, David O. Benson of 
Georgia, chairman. 


On Transportation Rates 


¢ gf on have been no widespread 

changes in the general rate structure 
of transportation agencies during the past 
year. While there have been numerous pro- 
ceedings involving increases in rates, they 
have been largely confined in extent of area 
involved, or in other respects. It is clearly 
evident that competition is coming back into 
full vigor not only as between common car- 
riers in soliciting the business that is avail- 
able for transportation, but with private car- 
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riers, or those transporting their own goods. 
We believe this is taking place because the 
level of transportation charges has become 
so high and there has been no corresponding 
increase in service. Therefore, industry is out 
to fulfill its own needs to the extent economi- 
cally feasible, in providing its own transpor- 
tation, largely by motor truck.” 
—Report of Committee on Rates of Trans- 
portation Agencies, Elmer Cart of North 
Dakota, chairman. 


On Transportation Taxes 


G¢ “NonGREsS made minor changes in cer- 

i tain tax laws during this last session. 
The transportation tax on passenger fares 
was reduced from 15 per cent to 10 per cent. 
Attention is called, however, to the fact that 
Congress seemed more concerned with the 
movie industry in that it reduced the tax on 
admission from 20 per cent to 10 per cent. 
It may have been that the industry did a bet- 
ter selling job in Congress than the advocates 
of complete repeal of transportation taxes. 
We urge that this association pass another 
resolution advocating complete repeal of 
transportation taxes, and that this is more 
necessary in the interests of our national 
economy than reductions in taxes in the en- 
tertainment field or on luxuries, such as fur 
coats, jewelry, cosmetics that cannot be prop- 
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erly claimed as necessities. This transporta- 
tion tax, in so far as it applies to the trans- 
portation of passengers, was primarily estab- 
lished to discourage travel during the war. It 
did. 

“But its impact is much greater today in 
so far as discouragement of travel is con- 
cerned via common carriers because people 
have other means of travel they may choose, 
whereas during the war new automobiles 
were not available and restrictions were im- 
posed on the use of gasoline and tires. 

“The transportation of passengers is not 
particularly remunerative to any of the trans- 
portation agencies, yet that is where the high- 
est transportation tax is applied. 

“Transportation taxes as a whole are dis- 
criminatory against the long-distance shipper 
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or traveler, and add to the burden of the for- 
hire carriers generally because they tend to 
divert traffic to private means of transporta- 
tion where the tax is not required to be 
charged and collected. As stated in our last 
year’s report, Canada repealed its tax five 
years ago and we can see no reason for its 
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continued existence in the United States 

other than as an expedient source of addi- 

tional revenue, the productiveness of which, 

in the final analysis, is highly questionable.” 

—Report of Committee on Rates of Trans- 

portation Agencies, Elmer Cart of North 
Dakota, chairman. 


On Valuation 


(4 HE leveling off of prices in the last 

twenty months or so has not material- 
ly diminished the regulatory or rate-making 
problems brought about by the embedded in- 
flation. Regardless of whether the halt in the 
price rise is temporary or permanent, these 
problems to some extent will be with us for 
many years to come.... 

“|. . we wish to comment . . . that the at- 
trition resulting from higher plant and op- 
erating costs will diminish in scope if the 
time lag between recognized higher rate base 
values, interim additions thereto at still higher 
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costs, and commission treatment thereof is 
substantially reduced. This indicates that fre- 
quent commission review and prompt action 
based upon original cost or a close ap- 
proximation would perhaps be an acceptable 
and practical solution where permissible ; or 
in the absence of frequent commission 
analysis, to recognize and perfect a reason- 
able projection of the rate base geared to the 
rapidity of the installation of plant better- 
ments and price fluctuations.” 
—Report of Committee on Valuation, 
Albert P. Bruch of Wyoming, chairman. 


On Economic Depreciation 


& y view of the unanimity of opinion 

among regulatory commissions that 
value depreciation is legally neither necessary 
nor desirable, a heavy burden falls upon the 
person who seeks the allowance of value de- 
preciation as a matter of law. In any event, 
there has not been even a prima facie show- 
ing that the law requires a departure from 
the cost basis of stating depreciation expense 
in the fixing of just and reasonable public 
utility rates, but on the contrary, the law 
seems well settled that the value basis is not 
required. 

“Utilities, unlike many of the competitive 
industries, have a substantial hedge as far as 
depreciation is concerned. In the competitive 
industries, there is no assurance that the 
costs of plant acquired during periods of high 
prices will be covered by revenues. The forces 
of competition can be inexorable in a buyers’ 
market. But under utility regulation as gen- 
erally practiced in this country, investments 
of utilities in plant at times when prices are 
high will be fully recognized, as far as de- 
preciation goes, in the fixing of rates. 

“This committee does not know of a single 
instance where depreciation expense was re- 


duced because of a decrease in the general 
price level, except, perhaps, in one or two 
instances growing out of the United Rail- 
ways Case, and in these isolated instances the 
adjustments were due to what was considered 
a mandatory requirement of the Constitution 
as interpreted by the Supreme Court. Even 
while the United Railways Case was con- 
sidered to be the law of the land, utilities in 
general claimed, and were allowed, deprecia- 
tion on a cost basis. Since the decision in the 
Hope Case overruling United Railways, as 
far as this committee can learn, cost has in- 
variably been the basis. 

“Public utility regulatory commissions, in 
fact, have always been in the forefront of 
those insisting on stating depreciation on a 
cost basis, regardless of whether plant costs 
were incurred in times of low or in times of 
high prices. This assurance which utilities 
have that their legitimate costs will be recog- 
nized for depreciation purposes is a highly 
significant protection against the dangers of 
price changes which they should thoughtfully 
consider before insisting upon assuming the 
risks associated with the variable allowances 
they would receive under the value concept. 


DECEMBER 9, 1954 





PUBLIC UTILITIES FORTNIGHTLY 


“This committee’s re-examination of the 
question as to what is the proper depreciation 
base, leads firmly to the conclusion that the 
claims advanced in support of economic de- 
preciation are lacking in probative force. The 
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committee is convinced that the long-estab- 
lished cost basis is sound, practical, and 

equitable and should be continued.” 
—Report of Committee on Depreciation, 
N. Knowles Davis of Georgia, chairman. 


Resolution Favoring Repeal of Excise Taxes 


CoV 7MEREAS, Congress has recognized 

the special burden created by excise 
taxes on public utility services by the recent 
elimination of such tax on electrical energy 
and the recent reduction in some of such taxes 
on transportation and communication serv- 
ices ; 

“Whereas, Including allowance for the tax 
reduction effective April 1, 1954, the excise 
tax paid by telephone customers in 1954, 
which is rightly considered by the customer as 
an integral part of the cost of telephone serv- 
ice, will amount on the average to over 80 
cents per telephone per nionth, while other 
comparable regulated public utilities generally 
are not subject to a federal excise levy of any 
kind ; 

“Whereas, The telephone cannot be con- 
sidered in the class of a luxury, yet it is taxed 
higher than many luxuries, thus discriminat- 
ing against the use of telephone service ; 


“Whereas, The federal excise taxes on 
transportation were initially levied or greatly 
increased during World War II to help de- 
fray war costs and to discourage unnecessary 
travel ; 

“Whereas, There has been a substantial 
reduction in railroad passenger traffic, with 
resultant unprecedented deficits in passenger 
service operations, so that the public interest 


Resolution on Modification 


c¢ ITIs association in 1941 having cre- 

ated a special committee which has 
been continued from year to year, entitled 
‘special committee co-operating with the ICC 
in studies of telephone regulatory problems,’ 
and such committee having rendered its re- 
port to this convention recommending that 
the I'ederal Communications Commission be 
requested to adopt a modification of the 
Separations Manual known as the Modified 
Phoenix Plan of 1954, which plan is more 
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requires that travel be encouraged rather than 
discouraged ; and 

“Whereas, All such taxes are discrimina- 
tory against the long-distance user of trans- 
portation and communication services, and 
against sections of the country far removed 
from centers of population, for the reason 
that the tax is calculated as a percentage of 
the transportation or communication charge: 
now, therefore, be it 

“Resolved, That the National Association 
of Railroad and Utilities Commissioners is of 
the opinion that the present excise taxes on 
transportation and communication services 
are inimical to the maintenance of reasonably 
priced and nondiscriminatory public trans- 
portation and communication services and 
that, accordingly, the excise taxes on trans- 
portation and communication services should 
be repealed ; and 

“Resolved Further, That the committee on 
legislation and the legal officers of the as- 
sociation are hereby authorized to appear on 
behalf of the National Association of Rail- 
road and Utilities Commissioners at any hear- 
ing which may be held before any committee 
of Congress to consider any legislation look- 
ing toward revision of excise taxes on trans- 
portation and communication services for the 
purpose of making a statement in support of 
the views herein expressed.” 


of Separations Manual 


particularly described in the report of said 
committee, now therefore, be it 

“Resolved that the National Association 
of Railroad and Utilities Commissioners in 
convention assembled request the Federal 
Communications Commission to adopt as a 
modification of the existing Separations 
Manual the so-called Modified Phoenix Plan 
of 1954; and be it 

“Further Resolved that the special com- 
mittee co-operating with the FCC in studies 











of telephone regulatory problems be con- 
tinued and instructed to use its best efforts 
to secure the co-operation of the Federal 
Communications Commission and the tele- 
phone industry in the adoption of such 
modification of the Separations Manual ; and 
be it 

“Further Resolved that such committee be 
instructed that this association reaffirms the 
following as the principles which should be 
used: 

“(1) That it is essential that a single, 
proper uniform method of separation be used 
by the state and federal jurisdictions. 

“(2) That any decrease in intrastate reve- 
nue requirements, by reason of any modifica- 
tion of the Separations Manual, after giving 


Resolution Relating to 


¢ “7 \ 7 nHEREAS, The relocation of plant and 

facilities as a result of the construc- 
tion or reconstruction of highways and rail- 
road grade crossings in connection with im- 
provements of the federal-aid system of 
roads is a source of considerable expense to 
regulated utilities other than railroads which 
ultimately must be borne by the users of util- 
ity services ; 

“Whereas, The Federal-aid Highway Act 
does not specifically provide for the payment 
from federal funds of any part of the cost of 
readjusting the facilities of utilities other 
than railroads which are located within high- 
way rights of way and which are required to 
be relocated to accommodate federal-aid high- 
way projects ; 

“Whereas, Since the federal funds ex- 
pended for federal-aid highway purposes are 
derived from taxes levied on the general pub- 
lic, including the nonrailroad utility user, such 
users are required to make double contribu- 
tion toward the cost of federal-aid highway 
construction ; once in taxes and again through 
payment of higher rates to cover the cost of 
relocating the nonrailroad utility’s facilities ; 

“Whereas, In these times of constantly in- 
creasing cost and even higher taxes, regula- 
tory commissions are especially concerned 
over increased operating costs of utilities that 
necessitate higher rates to the users of such 
service ; and 
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due regard to the disparity problem, should 
be used to produce the most equitable rate 
structure possible consistent with the law and 
facts in each jurisdiction. 

“(3) That the proposed plan of separations 
provides an equitable allocation of cost and is 
consistent with the use principle. 

“(4) That any modification of the Separa- 
tions Manual should continue the principles 
of the 1952 Addendum (Charleston Plan) ; 
and be it 

“Further Resolved that pending a further 
report from the special telephone committee, 
this association recommends the continued 
use of the present Separations Manual (the 
Separations Manual of 1947 and the 1952 
Addendum thereto).” 


Cost of Relocation 


“Whereas, Public Law No. 350 enacted by 
the 83rd Congress directs the Secretary of 
Commerce to make a study, in co-operation 
with the parties in interest, of the problem 
posed by necessary relocation and reconstruc- 
tion of public utility services resulting from 
highway improvements authorized by the act 
and to report thereon to the President of the 
United States for transmittal to the Congress 
on or before February 1, 1955: now, there- 
fore, be it 

“Resolved, That the National Association 
of Railroad and Utilities Commissioners is 
of the opinion that the existing discrimina- 
tion against nonrailroad utilities should be 
eliminated and that equal treatment should be 
accorded all utilities having facilities involved 
in federal-aid highway projects ; 

“Resolved Further, That the officers and 
the general solicitor of the association are au- 
thorized and directed to provide every as- 
sistance to the Secretary of Commerce in the 
making of the study required by Public Law 
No. 350; and 

“Resolved Further, That the committee on 
legislation and the legal representatives of this 
association are authorized to appear on behalf 
of the association before any committee of 
Congress at any hearing which may be here- 
after held upon legislation pertaining to the 
above matter for the purpose of presenting 
the views of this association.” 
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NARUC Meeting 


HE sixty-sixth annual convention of 

the National Association of Railroad 
and Utilities Commissioners was con- 
cluded on November 11th after four days 
of business sessions in the La Salle hotel 
‘n Chicago, Illinois. Over 600 delegates 
and guests were registered at the conven- 
cion, including representatives from the 
interstate Commerce Commission, the 
Federal Communications Commission, the 
Federal Power Commission, the Securi- 
ties and Exchange Commission; from 
state commissions representing 44 of the 
states; and from the commissions of the 
District of Columbia, Hawaii, and Puerto 
Rico. 

During the convention, the Ohio Public 
Utilities Commission announced its re- 
affiliation with the association. 

The opening session of the convention 
was held on November 8th, when the dele- 
gates were welcomed on behalf of the city 
of Chicago by Mayor Martin H. Ken- 
nelly, and by the Illinois Commerce Com- 
mission by Honorable George R. Perrine, 
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The March of 
Events 


its chairman. The opening session was also 
marked by the address of President C. L. 
“Roy” Doherty of South Dakota and by 
the report of the Washington office by 
General Solicitor Austin L. Roberts, Jr. 
On November 9th, Governor William G. 
Stratton welcomed the delegates on be- 
half of the state of Illinois. 

The following officers were elected for 
the coming year: W. F. Whitney, Wis- 
consin, president; Benjamin F. Feinberg, 
New York, first vice president and chair- 
man of executive committee; Richard A. 
Mack, Florida, second vice president; 
Austin L. Roberts, Jr., Washington, 
D. C., general solicitor; Everette Kreeger, 
Washington, D. C., secretary-treasurer. 

The executive committee selected Mr. 
Kreeger to also serve as assistant general 
solicitor for the association. For excerpts 
of addresses and reports, see page 776. 

The executive committee voted to hold 
the 1955 convention in San Francisco, 
California. The exact dates and the head- 
quarters hotel will be determined by that 
committee at a future meeting. 


Indiana 


Asks Lower Rate for Heat 


:: ew Indianapolis Power & Light Com- 
pany last month asked the state public 
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service commission to approve a new elec- 
tric service rate, designed to encourage 
the development of all-electric homes by 
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providing cheaper electricity for house 
heating. 

The proposed optional rate, which was 
expected to win commission approval, 
would be effective retroactively to Novem- 
ber 1st for an 18-month trial period and 
would be available to residential custom- 
ers finding it more advantageous than the 
regular rate and who meet stipulated 
conditions. 


The rate would provide up to 2,500 
kilowatt-hours a month for house heating 
at 1.7 cents per kilowatt-hour. Under the 
present schedule the lowest step on the 
regular residential rate is 2 cents per kilo- 
watt-hour. Under the filed rate schedule, 
the proposed new rate is intended only for 
individual homes, for ordinary residential 
purposes, where electricity is used “‘as the 
sole primary method of space heating.” 


- 
Kentucky 


Franchise Up to Voters 


Bien court of appeals ruled recently 
that the city of Paris must submit to 
voters the question of whether a new elec- 
tric franchise should be offered for sale. 

Kentucky Utilities Company’s franchise 
officially expired on July 1st. But the com- 
pany has continued to distribute electric 
power to its Paris customers pending out- 
come of the lawsuit. 


The city’s system reportedly serves 
more than half the electric consumers in 


¥ 


the city. KU serves the other city con- 
sumers and the surrounding area. 

In 1952, the city of Paris refused to re- 
new KU’s franchise. The board of com- 
missioners instead chose to set up a 
municipal power system. KU sued to put 
the issue on ballots at the November, 1952, 
general election. The matter has been in- 
volved in the courts since. 

The recent opinion was the second rul- 
ing the court of appeals has issued in the 
case. 


Missouri 


Underground Gas Storage 


= Gas LicHt Company’s appli- 
cation for authority to store natural 
gas under a 6,000-acre tract near St. Louis 
was granted recently by the state public 
service commission. 

The commission held that the com- 
pany’s proposal was in the public interest 


5 


under a 1953 state law and overruled con- 
tentions of intervenors that the project, 
1,500 feet underground in a St. Louis 
county area near Florissant, would be sub- 
ject to leakage. 

Robert W. Otto, Laclede president, said 
the company hoped to have the storage 
project in operation in time for the 1955- 
56 heating season. 


Nebraska 


Offers to Buy City’s Gas 
System 


HE Northern Natural Gas Company 
recently offered to buy Omaha’s gas 
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system from the Metropolitan Utilities 
District, a municipal agency that operates 
the city’s gas and water system. The 
offered price was about $16,000,000, and 
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was made in a letter to the district’s gen- 
eral manager, who said he had forwarded 
copies to the board of directors. 

John Merriam, Northern’s president, 
said purchase of the gas system by the 


company would provide a solution to 
Omaha’s sewer problem. The utilities 
district, he said, would be in a position to 
take over the sewer system from the city, 
handling both water and sewers. 


5) 
New York 


Gas Rate Increase Authorized 


a. state public service commission 
last month authorized Binghamton 
Gas Works to increase its basic gas rates 
by an estimated $165,000 annually, effec- 
tive November 22nd. This amounted to 
about 3.26 per cent over previous rates. 
The company had earlier applied for 
authority to increase rates by about 8 per 
cent, or an estimated $420,000 annually. 
The commission had previously ruled that 
while the company was entitled to addi- 


Gas Rate Increase Blocked 
N estimated $1,792,000 annual rate 
increase proposed by the United 
Natural Gas Company, Oil City, was 
blocked recently by the state public utility 
commission for an additional three months 
to next February 28th. 
The commission said it needs more time 
to complete an investigation of the raise 


5 
Pennsylvania 


> 


tional revenues to offset increased operat- 
ing costs, the increase proposed by it was 
excessive. It ruled, however, that were 
the company to scale its request down- 
ward by $250,000, it would allow new 
rates which would produce additional 
revenues aggregating that amount to be- 
come effective on three days’ notice to the 
public. It was in conformity with such 
ruling that the company recently sub- 
mitted and obtained approval of its new 
rate schedule. 


that would affect 78,400 consumers in 13 
northwestern counties. 

The increase originally was filed to be- 
come effective last May 31st, but the com- 
mission delayed it for public hearings. 

The utility furnishes service in Arm- 
strong, Butler, Cameron, Clarion, Clear- 
field, Crawford, Elk, Forest, Jefferson, 
McKean, Mercer, Venango, and Warren 
counties. 


‘Tennessee 


State Ruling Gets Federal OK 


. state attorney general’s office re- 
cently said the U. S. Supreme Court 
has refused to review a case involving 
Tennessee taxes paid under protest by 
Texas Gas Transmission Company. A 
spokesman said the pipeline firm sued to 
recover about $40,000 in Tennessee excise 
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and franchise taxes paid during the last 
three years. 

Davidson County Chancery Court held 
in favor of the company, but the state 
supreme court reversed the decision. 

The U. S. Supreme Court last month 
declined a certiorari petition filed by the 
transmission company, in effect upholding 
the Tennessee court. 





Progress of Regulation 


Telephone Extension to Other Company’s 
Subscribers Denied 


HE Wisconsin commission refused to 
authorize an extension of telephone 
service by one company to subscribers of 
another. The customers had maintained 
that the present service was inadequate 
and the extension would eliminate toll 
charges to the city where their primary 
business and social interests were centered. 
The commission thought that the pres- 
ent company’s circuit was in good operat- 
ing condition and the cause of the service 
complaints could be traced to the fact that 
the switchboard had not been manned at 
all times. Because of the small size of 
the present company, the operation of the 
switchboard was on a contract basis. 
Noting that such service on the average 
is not as good as service furnished by 
full-time operators provided and super- 
vised by the company, the commission 
went on to say: 


eee 


The company on the other hand has 


the responsibility of keeping a constant 
check of the service rendered by its con- 
tractor in order to see that reasonably 
adequate service is provided. Such 
checks should be instituted by the utility 
in the future. 


Although the extension would afford 
more convenient service and eliminate toll 
charges, the evidence indicated that the 
extension would be contrary to the inter- 
ests of other segments of the public. The 
loss of revenues that would result from 
the requested change, without a corre- 
spondent savings in expenses, would limit 
the ability of the company to furnish serv- 
ice at its present level of rates. In addi- 
tion, the company would suffer a substan- 
tial loss of its investment. The commission 
concluded that the present service met 
essential requirements of the customers. 
Griffith et al. v. Platteville Teleph. Co. et 
al. 2-U-4270, September 7, 1954. 


Regulatory Lag Considered in Fixing Rates 


2 company witness main- 
tained before the Maryland commis- 
sion that the number of telephones gained 
during a past period were smaller than the 
number that had been installed, this being 


due to population shifts to suburban areas. 
The elimination of certain toll areas had 
resulted in increased value of service to 
the subscribers and increased operating 
costs to the company, he claimed, as well 
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as requiring a greater investment for 
telephones. 

The witness also contended that in each 
instance in the past where rate relief had 
been granted by the commission, the new 
rates had failed to produce the estimated 
return. He attributed this to increased 
wages, greater investments, and the prob- 
lem of regulatory lag. The commission 
agreed that an increase was warranted 
but did not authorize the full amount re- 
quested by the company. 

By stipulation of the parties, it had been 
agreed that the rate base would be the 
value of the property as last determined 
by the commission plus net additions since 
the date of the last valuation. The previous 
determination of fair value had amounted 
to 102 per cent of the net book valuation. 
In addition, and also by stipulation, work- 
ing capital was excluded from the rate 
base. The commission found 5.75 per cent 
to 6 per cent to be a reasonable rate of re- 
turn but employed 6 per cent in calculating 
permissible net income, saying: 


In view of the failure of the company 


& 


to earn the authorized rate of return 
under the schedules of rates established 
by the commission in these recent pro- 
ceedings, we do feel, however, that we 
should make every reasonable effort to 
see that whatever rates we may now 
permit will enable the company to earn 
a return within the limits set. 

We are satisfied that to do this we 
must, in the present proceeding, take 
into account the conditions which now 
prevail and which will continue to pre- 
vail during the time that the rates to be 
established will be effective. Changes 
are bound to occur in almost any period 
and although some of these may be fore- 
seen, others are wholly unpredictable. 


The tax allowance was adjusted to re- 
flect an apportionment to the operating 
company of the benefits of filing a con- 
solidated tax return. This adjustment in- 
cluded the effect of the removal of the 
2 per cent penalty on consolidated returns. 
Re Chesapeake & P. Teleph. Co. Case No. 
5328, Order No. 50959, September 1, 
1954. 


Foreign Exchange Service Solves Rural Telephone 
Problem 


ee request involving three differ- 

ent telephone companies was recently 
disposed of by the Wisconsin commission. 
The matter had been brought to the com- 
mission only after correspondence with 
the utilities indicated that an agreement 
could not be reached. 

Two farm operators without telephones 
requested service at an exchange (Marke- 
san) other than the one (Ripon) which 
had served the previous owners of the 
farms. The farmers indicated that the 
facilities of the North-West Telephone 
Company, which operated the Ripon ex- 
change, were dilapidated and that they had 
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a closer business and social connection with 
the community of Markesan than Ripon. 

The other utilities involved were the 
General Telephone Company, which oper- 
ated the Markesan exchange, and the Cen- 
tral Green Lake Telephone Co-operative, 
which served territory about one-quarter 
mile west of the farms in question. Both 
North-West and General agreed to the 
farmers receiving service from Markesan 
on a foreign exchange basis. 

General contended that the co-operative 
should participate in providing the service 
because its operating area was immediately 
adjacent to that of North-West. If the 
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co-operative did not participate, General 
would be required to construct facilities 
through the operating area of the co- 
operative. The co-operative objected to 
furnishing the service, either directly or 
upon a foreign exchange basis, and indi- 
cated that it did not desire to serve anyone 
other than present subscribers. 

The commission decided that the peti- 
tioners should receive Markesan service on 
a foreign exchange basis with the co- 
operative and North-West providing the 
facilities necessary to render the service. 
The commission did not consider direct 
service desirable because of the possibility 
that the farms might change occupancy 


e 


and service be desired by the new owners 
from the Ripon exchange. 

The commission disposed of the co- 
operative’s objections to participating by 
quoting an earlier decision in which a simi- 
lar question was involved: 


The commission considers that it has 
the authority to require the filing of a 
foreign exchange rate where under the 
particular circumstances involved such 
filing will enable the utilities involved 
to furnish the reasonably adequate serv- 
ice required by the statutes. 


Welnitz Bros. et al.v. North-West Teleph. 
Co. et al. 2-U-4288, October 1, 1954. 


Commission Lacks Jurisdiction over Appliance Sales 


HE Arkansas commission held that it 
has no authority to order a gas com- 
pany to stop selling and installing air-con- 
ditioning and refrigeration units and 
equipment. This ruling grew out of a peti- 
tion by a refrigeration and air-condition- 
ing company which charged unfair compe- 
tition by the Arkansas Louisiana Gas 
Company. 
The petition was dismissed for lack 
of jurisdiction. 
The commission was asked to order the 
company to discontinue its nonpublic util- 


ity operations on the ground that they were 
being subsidized by proceeds from utility 
operations. Although only air-conditioning 
and refrigeration equipment was listed in 
the complaint, the order for cessation of 
all nonpublic utility operations, if granted, 
could have extended to all appliances dis- 
tributed and sold by the gas company, such 
as cooking and heating stoves, water heat- 
ers, floor furnaces, and laundry equipment. 
Associated Mechanical Contractors of 
Arkansas v. Arkansas Louisiana Gas Co. 
Docket No. U-949, September 13, 1954. 


Commission Considers Future Conditions in 
Granting Telephone Rate Increase 


HE Kentucky commission, in award- 
ing a rate increase to an operating 
company of the Bell system, commented 
that the rates allowed should enable the 
company to absorb additional costs and 
operate for a reasonable time in the future 
without seeking additional rate relief. 
The company’s operations for 1953 and 
revenues and expenses were adjusted to 
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reflect current conditions. The commission 
stated: 


Where rates are in question, we are 
of the opinion that any adjustment in 
rates must contemplate that they will 
be adequate to provide a fair return 
over a reasonable period of time. Rate 
cases are costly and as, in most cases, 
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it is the ratepayer who must ultimately 
pay those costs, we do not believe that 
it is in the public interest that such cases 
be too frequent. It therefore follows, 
when an actual test period is used, that 
we must consider this test period in the 
light of conditions as they exist now, 
or as of the latest information before 
us. Then, the actual test period should 
be adjusted to reflect known changes 
that have occurred since the test period 
or are not fully reflected therein. This 
does not mean that we must consider 
estimates or forecasts of possible 
changes in operations when such 
changes are still in the realm of specu- 
lation. 


Operating results were related to the 
average rate base for the test period to de- 
termine the company’s revenue needs. Al- 
though the increased rates would produce 
a return slightly higher than required by 
the company at the present time, the com- 
mission deemed the increase warranted 
since the company’s rural development 
program, future increases in employee 


compensation, and other expenses would 
in the future tend to reduce the return 
to the neighborhood of 6 per cent on net 
investment or 4.6 per cent on current 
costs, which the commission considered 
adequate. 

The commission gave consideration to 
the current cost of the company’s intra- 
state plant, even though this measure of 
value did not meet the requirements of 
the Kentucky statutes for cost of repro- 
duction as a going concern. Cash working 
capital was excluded because of exchange 
service revenues collected partially in ad- 
vance and accrued income taxes. 

In separating the interstate and intra- 
state properties of the company the com- 
mission adhered to the principles set out 
in the Separations Manual of the National 
Association of Railroad and Utilities 
Commissioners as modified by the 
Charleston Plan, noting that, although not 
entirely equitable results would follow, it 
would suffice in the absence of a more 
equitable method. Re Southern Bell 
Teleph. & Teleg. Co. Case No. 2721, Sep- 
tember 1, 1954. 


Mathematical Calculation Not Sole Return Factor 


AS operating company of the Bell sys- 
tem was granted an increase, the In- 
diana commission agreeing with the ap- 
plicant that, although revenues and net 
income after taxes had materially in- 
creased, such increase had not been suffi- 
cient to maintain a proper ratio of earn- 
ings to investment or to provide an ade- 
quate return upon the value of the plant. 

The commission used the Separations 
Manual as approved by the National As- 
sociation of Railroad and Utilities Com- 
missioners at its Charleston convention in 
allocating the property and dividing the 
revenues and expenses of interstate and 
intrastate business. In determining the fair 
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value rate base, the commission excluded 
construction work in progress. The reason 
for such exclusion was stated as follows: 


While consideration may be given by 
adding the sum represented by such 
work to the rate base in determining 
the fair value of the petitioner’s plant, 
such conclusion is within the sound 
judgment of the regulatory body. The 
statutes of the state of Indiana again 
act as a guide and direct the commission 
to value “all property of every public 
utility actually used and useful for the 
convenience of the public.” A large por- 
tion of the funds involved in the work 
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in progress are those invested in the con- 
version of two of the principal ex- 
changes of the petitioner company. Dur- 
ing the conversion and until the transi- 
tion from manual operation to dial has 
been completed, these expenditures are 
not generally useful to the public. In 
many instances the operations of the 
company in the area being converted 
are less efficient and of less use to the 
public during the conversion period than 
such operations were either in the man- 
ual operation period or after the com- 
plete conversion to dial. We, therefore, 
find that work in progress in the 
amount of $1,246,175 should not be in- 
cluded in the rate base. 


Funds furnished by customers repre- 
sented by current liabilities, tax accruals, 
and like items were deemed sufficient 
working capital so as to eliminate the need 
for an allowance. 

The company witness had compared the 
risks of the telephone business generally 
with those of representative electric utili- 
ties on the one hand and those of manu- 
facturing companies on the other. He at- 
tempted to show that a comparison of op- 
erating revenues over a 30-year period 
proved that revenues of the Bell system 
had been subject to less fluctuation than 
those of manufacturing companies but 
more fluctuation than those of electric 
utilities. He claimed that cyclical changes 
in revenues of each over the same period 
as compared with the cyclical changes in 
gross national product showed that on an 
average there had been a 43 per cent 
change for each 10 per cent of change 
in gross national product in telephone rev- 
enues as compared with only a 2 per cent 
change in electric utility revenues and 11 
per cent change in manufacturing sales. 
He also compared operating ratios and 
earnings to show comparative risks in- 


volved in the manufacturing business, the 
telephone business, and electric utilities. 
Having determined the return earned by 
the respective industries, he applied a 
stability factor developed, and determined 
that a rate of return of 7.3 per cent to 7.9 
per cent would be fair for the system based 
upon the relative risks the company wit- 
ness had described. 

The commission commented on the wit- 
ness’s claimed return: 


While consideration has been given 
to the formula proposed by the witness 
Kleinman, we cannot subscribe to a 
purely mathematical calculation to de- 
termine a fair rate of return. The IlIli- 
nois Bell Company operating its intra- 
state system in Indiana is entitled, in 
addition to the amount necessary to con- 
tribute its fair share to a continuance 
of the $9 dividend on AT&T stock, 
to earn enough to reasonably insure 
that its contribution to the surplus of 
the total operating company will be suf- 
ficient to meet the needs of an unex- 
pected recession or to protect against 
dilution because of reasonable and re- 
quired financings. The total companies’ 
surplus should be sufficient to permit 
continued additions to improve and ex- 
tend its service to meet growing public 
demand without the necessity of con- 
stantly engaging in new financing pro- 
grams. An examination of our con- 
trolling statutes also indicates that the 
formula used by this witness has not 
been considered nor approved by the 
legislature. In carrying out the pre- 
scribed legislative method we are to con- 
sider the intrastate operations of this 
company and the plant investment 
rather than the dividend requirements 
of the Bell system. 


Noting that a rate of return was not 
like fixed interest paid by a savings bank, 
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the commission thought that rates should 
be so designed as to approximate the tar- 
get amount over reasonable periods of 
time, saying: 


In a business having seasonal varia- 
tion, the return will vary from period 
to period. As a longer-range objective 
there must exist certain degrees of tol- 
erance. A rate measured in hundredths 
of one per cent which is higher than the 


indicated rate does not call for a rate 
reduction, nor does a similar drop be- 
low the indicated percentage require 
contrary action. It is not possible to fix 
rates with any such nicety. 


The commission concluded that 6 per 
cent was a fair return upon the fair value 
of the company’s property. Re Illinois 
Bell Teleph. Co. No. 24729, September 
9, 1954. 


Other Important Rulings 


Commission’s Findings Upheld. The 
Pennsylvania superior court refused to 
disturb a finding of the commission that 
the transportation of certain property by 
a motor carrier exceeded the scope of the 
carrier’s certificate where such finding was 
supported by the evidence. Dillner Trans- 
fer Co. v. Pennsylvania Pub. Utility Com- 
mission (1954) 107 A2d 164. 


Railroad Freight Charges. The United 
States district court held that it did not 
have jurisdiction over an action to recover 
freight overcharges from a carrier where 
there was no applicable published through 
rate and the carrier had computed its 
charges by applying a combination of 
aggregate intermediate published rates 
from point of origin to destination. Theo- 
bald Industries v. Delaware, L. & W. R. 
Corp. (1954) 122 F Supp 235. 


Extension of Water Service. The Wis- 
consin commission refused to order a 
municipal water plant to extend service to 
an industrial corporation located in an ad- 
joining city where the municipal plant had 
not acquired an indeterminate permit au- 
thorizing operation generally in that city 
nor held itself out to serve the public in 
that area. Will Ross, Inc. v. City of Mil- 
waukee, 2-U-4243, August 24, 1954. 
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Proposed Financing Denied. The Wis- 
consin commission refused to authorize a 
transit company to issue chattel mortgage 
notes to finance the purchase of new equip- 
ment where the company had or would 
have sufficient funds on hand to pay for 
the proposed equipment. Re Milwaukee 
& Suburban Transport Corp. 2-SB-571, 
September 2, 1954. 


Service outside Municipal Limits. A 
certificate of public convenience and neces- 
sity evidencing the right of a borough to 
continue serving a township outside its 
limits was granted by the Pennsylvania 
commission where the township had for- 
merly acquiesced in the borough’s serving 
that area and was not presently in a posi- 
tion to serve the area itself. Re Borough 
of Bristol, Application Docket No. 78058, 
August 9, 1954. 


Gas Competition. The Colorado com- 
mission made a determination as to which 
of two qualified gas companies should be 
permitted to serve an area in favor of the 
company offering service at the lower rate. 
Re Public Service Co. of Colorado, Appli- 
cation Nos. 12991, 13005, Decision No. 
43294, September 20, 1954. 


Contract Carrier. The California com- 
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mission rejected a motor carrier’s conten- 
tion that it should be classified as a contract 
carrier on the theory that the transporta- 
tion or acceptance for transportation of 
each shipment constituted a separate oral 
agreement. Re West Coast Fast Freight, 
Inc. Decision No. 50182, Case No. 5451, 
June 18, 1954. 


Subhauler’s Operating Authority. The 
California commission, in investigating 
the regulation of highway carriers, com- 
mented that an independent contractor 
subhauler may not conduct transportation 
activities for compensation over the public 
highways solely under the operating au- 
thority of the prime carrier, since such 
subhauler is a highway carrier under the 
governing statute and is required to obtain 
operating authority from the commission. 
Re Carriers of Property, Decision No. 
50448, Case No. 5478, August 17, 1954. 


Open Agency Station Discontinued. A 
railroad company was permitted by the 
Missouri commission to discontinue an 
open agency station in order to reduce 
operating expenses where the public would 
not be unduly inconvenienced by the dis- 
continuance and a reasonable standard of 
service would be maintained by similar 
stations located less than 2 miles away. 
Re St. Louis-S.F.R. Co. Case No. 12,840, 
August 10, 1954. 


Tariff Routing Construction. A shipper 
is not entitled to a lesser freight rate based 
upon a construction of a railroad’s tariff 
routing provisions by the Interstate Com- 
merce Commission so as to make a certain 
city an intermediate point on the route, 
held the United States court of appeals, 
where, considering the necessity for back 
direction hauls, the existence of more 
direct routes, and the absence of commer- 
cial usage of the route proposed, the com- 


mission’s construction is unreasonable. 
A. E. West Petroleum Co. v. Atchison, 
T. & S. F. R. Co. et al. (1954) 212 F2d 
812. 


Ton Mileage Rate Applicable. The Cali- 
fornia district court of appeals held that 
a motor carrier was entitled to ton mile- 
age rates, notwithstanding a failure to 
notify the shipper of an intention to claim 
such rates and the acceptance of hourly 
rates from the shipper, where no written 
notice of an intention to ship under hourly 
rates was given to the carrier by the ship- 
per as required by a commission rule. 
Gardner et al. v. Basich Bros. Construction 
Co. et al. (1954) 272 P2d 793. 


Telephone Rate Increase. The Wiscon- 
sin commission authorized a telephone 
company to increase its rates upon com- 
pletion of proposed construction in order 
to preserve the 6.59 per cent rate of return 
found to be reasonable. Re Rock River 
Teleph. Co. 2-U-4278, September 10, 
1954. 


Attorney General's Rate Case Fees. 
The New Jersey board held that a statute 
authorizing it to determine the reason- 
ableness of the amounts billed public utili- 
ties by the attorney general did not give 
it jurisdiction to determine whether a util- 
ity was obligated to pay not only for serv- 
ices before the board but also for services 
rendered in the courts on appeal. Re New 
Jersey Power & Light Co. Docket No. 
7490, September 1, 1954. 


Private Carrier’s Certificate Construc- 
tion. The Colorado commission com- 
mented that, in construing the operating 
authority of a private carrier, it would not 
confuse such authority with the services 
offered by a common carrier, since the 
private carrier’s services were limited to 
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contract customers and were not offered 
to the general public under rates pre- 
scribed or approved by the commission. 
Re Franch et al. Application No. 9623- 
PP, Decision No. 43205, September 7, 
1954. 


Irregular Carrier’s Certificate Revoked. 
An irregular carrier’s certificate was re- 
voked by the Ohio commission where the 
carrier had willfully and wantonly disre- 
garded state laws and commission rules 
governing weight limitations upon the 
highways. Re Ohio Transport, Inc. No. 
24,301, November 5, 1954. 


Attrition Considered. The California 
commission, although considering a return 
of 6.62 per cent excessive for a certain 





district of a water company, considered a 
return of 6.3 per cent, which would ap- 
proximate 6 per cent as a result of attri- 
tion, was fair and reasonable. Re South- 
ern California Water Co. Decision No. 
50528, Application No. 34191, September 
14, 1954. 


Water Contract Enforceable. The 
Michigan supreme court held that a city’s 
contract with property holders formerly 
located outside its limits and serviced, 
prior to annexation, by a water district 
which rented city facilities, was enforce- 
able even though the city had failed to ob- 
tain a franchise to lay water mains in the 
area. Somerville et al. v. Landel Metro- 
politan District et al. (1954) 65 NW2d 
825. 
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DUQUESNE LIGHT CO. v. PUB. UTIL. COMM. 


PENNSYLVANIA SUPERIOR COURT 


Duquesne Light Company 


Pennsylvania Public Utility Commission 


City of Pittsburgh, Intervening Appellee 
Nos. 78, 79, 80, 88 
— Pa Super Ct —, 107 A2d 745 
August 30, 1954 


PPEAL from order denying electric rate increase and prescrib- 
L \ ing reduced rates ; reversed and remanded with instructions. 


Rates, § 151 — Commission action — Effect of former rulings. 
1. The commission, in passing upon an application for authority to increase 
rates, has the duty of prescribing just and reasonable rates, and it is neces- 
sarily implied that such rates may be either higher or lower than the 
existing rates which the company voluntarily seeks to change, p. 133. 


Rates, § 653 — Orders — Res judicata. 


2. Rate orders are not res judicata, and findings previously made by the 
commission in another rate proceeding are not conclusive for the future, 
p. 133. 


Rates, § 2 — Nature of rate making. 
3. The classification and reasonableness of rates is an administrative ques- 
tion for the commission rather than for the court, p. 134. 


Appeal and review, § 33 — Rate orders — Independent investigation. 
4. A court reviewing a rate order may make independent findings only 
where the utility appeals on the ground of confiscation; otherwise, it is 
bound by findings made by the commission if there is evidence to support 
them, and if they support the order, p. 134. 


Appeal and review, § 52 — Valuation — Weight of evidence. 
5. The weight to be accorded to evidence of trended original: cost as a 
measure of value for rate-making purposes is a matter for the commission 
so long as the evidence is reasonably accurate, p. 135. 


Appeal and review, § 39 — Accrued depreciation determination. 
6. Accrued depreciation is essentially a judgment figure, and the exact 
weight to be given to any particular estimate is for the commission to 
determine, p. 136. 


Valuation, § 81 Accrued depreciation — Conclusiveness of earlier finding. 
7. Commission findings as to accrued depreciation in a previous rate case 
are not binding in a subsequent case involving the same company, although 
they are worthy of consideration, p. 136. 
19] 129 5 PUR 3d 
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Appeal and review, § 39 — Commission order — Accrued depreciation deter- 
mination. 
8. Commission findings as to accrued depreciation should not be disturbed 
as constituting an abuse of administrative discretion where the record 
contains sufficient probative evidence upon which one could arrive at a 
percentage of accrued depreciation, p. 136. 


Valuation, § 223 — Incomplete construction — Rate base. 
9. Property which will not come into existence until some unascertained 
future time should be excluded from a rate base, but property placed in 
service subsequent to the cutoff date used for valuation purposes, but prior 
to the rate hearing, may be included in the rate base, p. 138. 


Valuation, § 300 — Materials and supplies — Distinction between cash working 
capital and materials and supplies. 
10. While tax accruals may properly be used to eliminate a hypothetical 
cash working capital allowance, the same principle does not apply to mate- 
rials and supplies which represent inventories of tangible property owned by 
the utility and required in rendering service, p. 139. 


Revenues, § 2 — Commission power — Future estimates. 
11. The commission has power to exercise its own judgment in forecasting 
probable future revenue, p. 139. 


Expenses, § 114 — Excess profits tax. 

12. The commission, in passing upon a proposed electric rate increase, 
could properly make an adjustment to reflect the elimination of an excess 
profits tax which was, by law, to expire shortly after the entry of the rate 
order, even though the tax was in existence during the entire base year, 
since rates are fixed for the future and the commission has a wide area 
of discretion as to the extent and the type of adjustments to be made to 
base year figures, p. 140. 


Expenses, § 99 — Prospective wage increase. 
13. The commission, in passing upon a proposed electric rate increase, 
improperly failed to make an adjustment to reflect a wage increase which 
became effective during the latter part of the base year, where it disallowed 
an excess profits tax which was to expire shortly after the base year but which 
had been in effect during the entire base year, p. 140. 


Rates, § 303 — Fuel adjustment clause — Effect of former findings. 
14. The operation of a fuel adjustment clause is primarily a factual matter 
for determination by the commission, and the mere fact that the type of 
clause advocated by an electric company formerly found approval does 
not preclude the commission from changing it in the exercise of its functions 
as an administrative agency of the legislature, p. 141. 


Depreciation, § 37 — Amortization of deficiency in reserve. 
15. An electric company may amortize a deficiency in the book reserve 
for depreciation when that deficiency was not caused by mistakes of the 
management in the past and where there has been no abuse of discretion 
by the company, p. 142. 


Depreciation, § 31 — Annual allowance — Remainder life theory. 
Statement, in dissenting opinion, that the commission had the power to 
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determine that the remainder life theory should not be applied for rate- 
making purposes, p. 145. 

Depreciation, § 37 — Annual allowance — Amortization of past deficiencies. 
Statement, in dissenting opinion, that present ratepayers should not be 
charged for a failure of a utility to allocate adequate amounts to its book 
reserve for depreciation, whether such bookkeeping entry is intentional or 
the result of erroneous methods, and the correction of the book reserve 
should be made through surplus in the absence of evidence that the deficiency 
is genuine, p. 145. 

Depreciation, § 31 — Annual allowance — Remainder life theory. 

Discussion, in dissenting opinion, of reasons submitted by the commission 
as to why it should not be compelled to apply the remainder life theory 
of computing annual depreciation, p. 147. 

Depreciation, § 5 — Annual allowance — Adequacy of reserve. 

Statement, in dissenting opinion, that the only logical rule to be followed 
in determining an annual depreciation allowance is that the commission 
should have discretion as to what weight, if any, it will give to the book 
reserve in a given case as compared to the present reserve study, p. 149. 


(Ruopes, PJ., dissents.) 
APPEARANCES: Nos. 78, 79, 80, Ross, Gunther, Wright, Woodside, 


April term 1954: Thomas J. Munsch, 
Jr., and Henry G. Wasson, Jr., Pitts- 
burgh, David Dunlap, Harrisburg, 
Charles E. Kenworthey, Reed, Smith, 
Shaw & McClay, Pittsburgh, for ap- 
pellant; Lloyd S. Benjamin, Counsel, 
Harrisburg, for Pennsylvania Public 
Utility Commission, J. Frank McKen- 
na, Jr., City Solicitor, David Stahl, 
Assistant City Solicitor, Pittsburgh, 
for city of Pittsburgh, intervening 
appellee. 

No. 88, April term 1954: J. Frank 
McKenna, Jr., City Solicitor, and 
David Stahl, Assistant City Solicitor, 
Pittsburgh, for appellant; Lloyd S. 
Benjamin, Counsel, Harrisburg, for 
Pennsylvania Public Utility Commis- 
sion, Thomas J. Munsch, Jr., Henry 
G. Wasson, Jr., Pittsburgh, David 
Dunlap, Harrisburg, Charles E. Ken- 
worthey, Reed, Smith, Shaw & Mc- 
Clay, Pittsburgh, for Duquesne Light 
Company, intervening appellee. 

Before Rhodes, PJ., and Hirt, 
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and Ervin, JJ. 


Wricut, J.: These appeals mark 


the third time in recent years that pro- 
posed rate increases sought by the 


Duquesne Light Company (herein- 
after called Duquesne) have been be- 
fore this court. The litigation had its 
beginning on February 6, 1950, when 
Duquesne filed with the Pennsylvania 
Public Utility Commission (herein- 
after called commission) Tariff No. 10 
superseding Tariff No. 9, and provid- 
ing for increases in rates to become 
effective April 10, 1950, and designed 
to produce additional annual revenue 
of $7,720,612. Complaints were filed 
against the proposed tariff and hear- 
ings were held by the commission. By 
its order of August 29, 1951, the com- 
mission disallowed the full increase 
proposed, and allowed instead an in- 
crease of $3,556,924. The commis- 
sion found annual operating revenues 
to be $60,574,238 based upon the 1949 
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level of operations, and allowed a rate 
of return of 6 per cent or $12,900,000 
on a fair value of $215,000,000. On 
appeal to this court the order was 
(July 17, 1952) reversed and the case 
remanded to the commission. See 
City of Pittsburgh v. Pennsylvania 
Pub. Utility Commission (1952) 171 
Pa Super Ct 187, 96 PUR NS 161, 
90 A2d 607. Following this decision, 
the commission held further hearings 
as a result of which it issued its order 
of March 9, 1953, 100 PUR NS 193. 
This order reduced the rate base from 
$215,000,000 to $208,000,000 and the 
allowable return from $12,900,000 
to $12,080,000. Annual operating 


revenues were reduced from $60,574,- 
238 to $59,921,499. The commission 
did not, however, reduce the rate in- 
crease which it had originally allowed. 
The city of Pittsburgh (hereinafter 
called city) and Duquesne both ap- 
pealed this order and this court (Au- 


gust 28, 1953) affirmed the commis- 
sion. See Duquesne Light Co. v. 
Pennsylvania Pub. Utility Commis- 
sion (1953) 174 Pa Super Ct 62. 9 
A2d 61. The new rates were embod- 
ied in Tariff No. 11. 

Meanwhile, on December 11, 1952, 
Duquesne had filed with the commis- 
sion its Tariff No. 12, proposing new 
rates resulting in a total increase in 
gross revenues of $4,732,022 to be- 
come effective March 1, 1953. The 
effective date of Tariff No. 12 was 
suspended by the commission for a to- 
tal period of nine months to December 
1, 1953. By an order dated November 
23, 1953, the commission prescribed 
Tariff No. 11 as temporary rates to 


be in force until the final disposition 
of the proceedings involving Tariff 
No. 12. Complaints were filed by the 
city and by the St. Joseph Lead Com- 
pany (hereinafter called St. Joseph). 
There were eighteen days of hearings 
with a considerable amount of testi- 
mony and numerous exhibits.? On 
December 22, 1953, the commission 
issued an order finding the proposed 
rates of Tariff No. 12 to be unjust 
and unreasonable. The fair value of 
the utility’s property was found to be 
$297,000,000 upon which the com- 
mission allowed a return of 6 per cent 
or $17,820,000. The commission also 
found that the allowable annual oper- 
ating revenues should be $77,518,493 
or $1,811,000 less than the annual 
revenues under the prior rates. The 
entire reduction was allocated to in- 
dustrial consumers. 

On January 11, 1954, Duquesne 
appealed from the order of December 
22, 1953, to Nos. 78, 79, and 80 April 
term, 1954. On January 18, 1954, 
St. Joseph was permitted to intervene 
as a party appellee at Nos. 78 and 80 
April term, 1954, and the city was 
permitted to intervene as a party ap- 
pellee at Nos. 78, 79, and 80 April 
term, 1954. On January 21, 1954, 
the city appealed from the order of De- 
cember 22, 1953, at No. 88 April term, 
1954. On February 11, 1954, Du- 
quesne was permitted to intervene as 
a party appellee at No. 88 April term, 
1954. On petition of Duquesne we 
directed that its appeal should operate 
as a supersedeas on condition, how- 
ever, that it should not have the right, 
in the event it was successful on ap- 





1 The record before us consists of six vol- 
umes, four of testimony and two of exhibits, 
with a consolidated index separately printed. 
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The briefs of counsel contain approximately 
300 pages. 
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peal, to amortize or recover the defi- 
ciency between the temporary rates 
which went into effect prior to the 
date of the commission’s final order 
and any increased rates which might 
be allowed by this court or by the 
commission after remand. 


Preliminary Considerations 


[1,2] Commission Procedure. 
Duquesne contends that the commis- 
sion was in error “in reducing allow- 
able revenues under existing rates 
where no complaint was filed against 
such revenues and the commission did 
not institute any proceeding against 
them.” It is the position of Duquesne 
that the only issue before the commis- 
sion was the reasonableness of the pro- 
posed increase in revenues set forth in 
Tariff No. 12, and that, so far as the 
present proceeding is concerned, the 
commission could not provide for any 
revenues below the levels established 
Duquesne relies 


by Tariff No. 11. 
upon § 309 of the Public Utility Law, 
Act of May 28, 1937, P.L. 1053, as 
amended, 66 PS § 1149, which pro- 
vides that the commission shall not 
impose a reduction in existing rates 
except “after reasonable notice and 


hearing.” Its position is that, since 
there was no complaint against, or 
investigation initiated concerning, ex- 
isting rates, and no notice in connec- 
tion therewith, the commission had 
no power to reduce revenues under 
existing rates. We are not in agree- 
ment with this contention. 

Section 309 concerns the fixing of 
rates by the commission upon its own 
motion or upon complaint. It is § 
308, 66 PS § 1148, which sets forth 
the procedure to be followed in cases 
where a utility has filed new tariffs 
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proposing voluntary changes in rates. 
Duquesne initiated the present pro- 
ceedings by filing Tariff No. 12. 
Paragraph (c) of § 308 provides in 
such event: “If, after such hearing, 
the commission finds any such rate to 
be unjust or unreasonable, or in any- 
wise in violation of law, the commis- 
sion shall determine the just and rea- 
sonable rate to be charged or applied 
by the public utility for the service in 
question, and shall fix the same by 
order to be served upon the public 
utility; and such rate shall thereafter 
be observed until changed as provided 
by this act.” There is thus imposed 
upon the commission the duty of pre- 
scribing just and reasonable rates, and 
it is necessarily implied that such 
rates may be either higher or lower 
than the existing rates which the util- 
ity voluntarily seeks to change. 


Duquesne cites West Penn Power 
Co. v. Pennsylvania Pub. Utility 
Commission (1953) 174 Pa Super Ct 
123, 100 A2d 110, but that case is not 
controlling. We there held that the 
commission, having made a conclusive 
affirmative order, thereafter had no 
authority without notice and hearing 
to reverse such action and enter a dif- 
ferent order. Nor does Armour 
Transp. Co. v. Pennsylvania Pub. 
Utility Commission (1939) 138 Pa 
Super Ct 243, 10 A2d 86, 90, also 
cited, support Duquesne’s position. 
We there said: “The question of 
what is proper notice, or, as here, of 
what constitutes a specific designa- 
tion of the issue raised or charges 
made, depends necessarily upon the 
facts of each case, the type of investi- 
gation heing conducted, the violations 
alleged, and the penalty or order 
sought to be imposed. Where the 
5 PUR 3d 





PENNSYLVANIA SUPERIOR COURT 


purpose of the investigation by the 
commission is only to determine the 
reasonableness of rates charged by a 
utility, a different standard would 
seem to apply than where the fran- 
chise of the utility is sought to be re- 
voked for violation of the utility laws 
and a penalty or fine imposed.” As 
provided by § 308, the commission 
acted upon the evidence submitted by 
Duquesne in support of its proposed 
rate schedule under Tariff No. 12. 
If such evidence fell short of justify- 
ing the revenues under rates previously 
established by Tariff No. 11, it was 
not necessary for the commission to 
abandon the proceeding. While Tar- 
iff No. 11 and Tariff No. 12 involved 
two separate rate schedules, the find- 
ings previously made in the proceed- 
ing upon Tariff No. 11 were not con- 
clusive for the future. Orders fixing 
rates are not res judicata: City of 
Philadelphia v. Pennsylvania Pub. 
Utility Commission (1953) 173 Pa 
Super Ct 38, 99 PUR NS 37, 95 A2d 
244. We have concluded that the 
action of the commission, if otherwise 
correct, was entirely within the broad 
powers committed to it by the Public 
Utility Law. See Latrobe Bus Serv- 
ice v. Pennsylvania Pub. Utility Com- 
mission (1954) 175 Pa Super Ct 164, 
103 A2d 442. 

[3, 4] Court Function. In the 
words of Judge Head in the early case 
of Baltimore & O. R. Co. v. Pennsyl- 
vania Pub. Service Commission 
(1917) 66 Pa Super Ct 403, 412: 
“Establishing a schedule of the rates 
or tolls that a public service company 
may lawfully demand is one of the 
most complicated and important of 
all of the many important tasks im- 
posed by the legislature on the public 
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service commission. The proper de- 
termination of such questions neces- 
sarily involves the consideration of 
many matters and things far removed 
from the atmosphere of an appellate 
court of law.” The ascertainment 
of fair value for rate-making purposes 
“is not a matter of formulas, but it is 
a matter which calls for the exercise 
of a sound and reasonable judgment 
upon a proper consideration of all rele- 
vant facts. Much must be left 
to the sound discretion of the apprais- 
ing body, the tribunal appointed by 
law and informed by experience, for 
the discharge of these delicate and 
complex duties.” Ben Avon Borough 
v. Ohio Valley Water Co. 260 Pa 289, 
PURI918D 49, 63, 103 Atl 744, 750. 
The classification and reasonableness 
of rates is an administrative question 
for the commission: Sheets v. Penn- 
sylvania Pub. Utility Commission 
(1952) 171 Pa Super Ct 151, 96 
PUR NS 458, 90 A2d 633. As 
pointed out by Judge Cunningham in 
Boland v. Pennsylvania Pub. Service 
Commission (1931) 101 Pa Super Ct 
102, we are not a second administra- 
tive tribunal. And see City of Pitts- 
burgh v. Pennsylvania Pub. Utility 
Commission (1954) 174 Pa Super Ct 
363, 101 A2d 761. 


In enacting the present Public Util- 
ity Law the legislature provided: 
“The order of the commission shall 
not be vacated or set aside, either in 
whole or in part, except for error of 
law or lack of evidence to support the 
finding, determination, or order of the 
commission, or violation of constitu- 
tional rights.” Act of May 28, 1937, 
P.L. 1053, § 1107, as amended, 66 PS 
§ 1437. See City of Pittsburgh v. 
Pennsylvania Pub. Utility Commis- 
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sion (1945) 158 Pa Super Ct 229, 61 
PUR NS 226, 44 A2d 614. It 
is further provided in § 1112 of the 
act (66 PS 1442): “Whenever the 
commission shall make any rule, regu- 
lation, finding, determination, or or- 
der under the provisions of this act, 
the same shall be prima facie evidence 
of the facts found, .” See 
Pennsylvania R. Co. v. Pennsylvania 
Pub. Utility Commission (1944) 154 
Pa Super Ct 86, 35 A2d 588. It is 
only where the utility appeals on the 
ground of confiscation that we may 
make independent findings. Other- 
wise we are bound by the findings 
made by the commission if there is 
evidence to support them, and if they 
support the commission’s order. See 
Schuylkill Valley Lines v. Pennsyl- 
vania Pub. Utility Commission 
(1949) 165 Pa Super Ct 393, 68 A2d 
448, and City of Pittsburgh v. Penn- 
sylvania Pub. Utility Commission 


(1951) 169 Pa Super Ct 400, 82 A2d 
515. With the foregoing restatement 
as a guide, we will proceed to consider 
the several arguments advanced by the 
respective appellants as a basis for 
their attack upon the merits of the 
order of the commission. 


Fair Value 


[5] Trended Cost. The city con- 
tends that the commission should have 
rejected the evidence of trended origi- 
nal cost presented by Duquesne as 
measures of value. This evidence 
showed, inter alia, the original cost of 
Duquesne’s property trended to the 
cutoff date of December 31, 1952. 
and to 3-year, 5-year, and 10-year 
average price levels. In determining 
these trended prices, 15 of 91 plant 
accounts were trended by the use of 
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factors developed from Duquesne’s 
own experienced unit costs. The re- 
maining accounts were trended by 
the use of various published index 
numbers from which trending factors 
were derived. The commission found 
that the 15 accounts were the only 
ones for which Duquesne’s experience 
costs were available. They had been 
considered reliable in the prior rate 
case and were so considered in this 
proceeding. By use of factors reflect- 
ing Duquesne’s own experienced costs, 
the original cost trended so far as 
these 15 accounts were concerned, 
amounted to $118,419,399. By using 
published Handy-Whitman index 
numbers, the trended original cost of 
these same 15 plant accounts amount- 
ed to $95,692,331. The city’s objec- 
tion to the use of trend factors devel- 
oped by Duquesne is that they are un- 
reliable since they do not take into 
account differences in quality of units 
of property installed in different years. 
There can be no question that any 
trended original cost study will con- 
tain certain inherent errors or incon- 
sistencies arising out of changes in 
the nature of property, and the com- 
mission does not take the position that 
the figures developed by the use of 
Duquesne’s factors have an accurate 
mathematical certainty. Its position 
is that any trended original cost study 
is merely an estimate of the transla- 
tion of past costs into terms of present- 
day values; and is merely a guide to 
enable the commission, in the exercise 
of its judgment on all the evidence, to 
ascertain the fair value. Furthermore, 
the commission was of the opinion 
that Duquesne’s figures based on its 
own experience were preferable to the 
hypothetical indices representing gen- 
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eral experience, since they more accu- 
rately reflected the exact conditions 
which Duquesne has had to face. As 
was said in Solar Electric Co. v. 
Pennsylvania Pub. Utility Commis- 
sion (1939) 137 Pa Super Ct 325, 31 
PUR NS 275, 302, 9 A2d 447, 469: 
“We also agree with the assumption 
of the commission that where the 
actual experience of a particular utility 
is available and the rates of that utility 
are being examined, such information 
is of great value.” 

The city also argues that Duquesne 
admittedly included in trended cost 
measures of value items which had 
previously been charged to expense. 
These items were amounts represent- 
ing purchasing and warehousing costs 
which, prior to 1931, had been charged 
to expense. The commission found 


that seven accounts included such costs 
and, accordingly, adjusted the various 
price levels by amounts to correct this 


error. This was in accord with our 
decision in City of Philadelphia v. 
Pennsylvania Pub. Utility Commis- 
sion (1953) 173 Pa Super Ct 38, 99 
PUR NS 37, 95 A2d 244, wherein 
we pointed out that amounts charged 
to operating expense cannot be capital- 
ized and included in the rate base. 
Essentially, it would appear that the 
question involved here is one of the 
weight to be given the trended cost 
evidence. Such evidence is merely a 
guide in the determination of fair 
value. Jt cannot be seriously contend- 
ed that even under the best of condi- 
tions it is free from error, and the fact 
that it does contain defects would not 
justify the commission in rejecting it. 
So long as the evidence is reasonably 
accurate, the weight to be given it is 
a matter for the commission. Equi- 
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table Gas Co. v. Pennsylvania Pub. 
Utility Commission (1947) 160 Pa 
Super Ct 458, 68 PUR NS 65, 51 A2d 
497; City of Pittsburgh v. Pennsyl- 
vania Pub. Utility Commission 
(1952) 171 Pa Super Ct 187, 96 
PUR NS 161, 90 A2d 607. 

[6-8] Accrued Depreciation. The 
commission found that the accrued de- 
preciation applicable to original cost 
of Duquesne’s property on the cutoff 
date of December 31, 1952, amounted 
to 26.5 per cent, that the accrued de- 
preciation applicable to trended origi- 
nal cost amounted to 34.5 per cent, 
and that the accrued depreciation 
applicable to reproduction cost 
amounted to 34 per cent. Both Du- 
quesne and the city object to these 
findings. Duquesne contends that 
they are too high while the city asserts 
that they are too low. 

The commission had before it the 
following: a reserve requirement 
study by the city, a reserve require- 
ment study by Duquesne, the finding 
of the commission in the prior rate 
proceeding, and the book reserve. 
The commission did not consider the 
book reserve controlling since it had 
not been accumulated on actual serv- 
ice life but from percentages of reve- 
nues and by lump sum appropriations 
from surplus. Duquesne’s witnesses 
stated that the company’s records were 
not adequate to enable it to prepare a 
reserve requirement study based on 
its own experience, and based the 
study presented upon the retirement 
experience of utilities in the state of 
New York. In the words of the com- 
mission: ‘We quite agree that fail- 
ing a utility’s own retirement experi- 
ence, the second best measure would 
be the retirement experience of other 
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comparable utilities.” The city con- 
tends that the estimated amount of 
accrued depreciation applicable to 
original cost based on Duquesne’s re- 
quirement study should have been ad- 
justed upward by the commission in 
the amount of $11,786,063. Its posi- 
tion is in effect that the commission 
should have given less weight to Du- 
quesne’s study and more weight to the 
study presented by the city, which 
was based primarily on five of the 
fourteen utilities included in Du- 
quesne’s study. Which of the two 
studies it should accept as a guide was 
clearly a matter for the exercise of 
judgment and discretion by the com- 
mission: City of Pittsburgh v. Penn- 
sylvania Pub. Utility Commission 
(1952) 171 Pa Super Ct 187, 96 
PUR NS 161, 90 A2d 607. We have 
consistently held that accrued depre- 
ciation is essentially a judgment fig- 
ure,* and that the exact weight to be 
given to any particular estimate is for 
the commission to determine: City of 
Pittsburgh v. Pennsylvania Pub. 
Utility Commission (1954) 174 Pa 
Super Ct 363, 101 A2d 761. 
Duquesne’s contention that the per- 
centage figures are too high is based 
on a comparison of the percentages of 
accrued depreciation determined by 
the commission in the order made on 
Tariff No. 11, and the percentages de- 
veloped in the present proceeding. In 
so doing, Duquesne is attempting to 
treat the findings in the prior proceed- 
ing as res judicata. This it cannot do. 
See City of Philadelphia v. Pennsyl- 


vania Pub. Utility Commission 
(1948) 162 Pa Super Ct 425, 74 
PUR NS 105, 57 A2d 613. The 
prior findings were based on a record 
developed in a different proceeding at 
a previous time. They were worthy of 
consideration by the commission in 
the present case, but they can in no 
sense be considered as binding: City 
of Pittsburgh v. Pennsylvania Pub. 
Utility Commission (1953) 174 Pa 
Super Ct 4, 1 PUR3d 262, 98 A2d 
249. Duquesne also argues that the 
spread of eight points between the 
percentage of accrued depreciation 
applicable to original cost and the per- 
centage applicable to trended original 
cost is inconsistent in view of the 
spread in the findings in the Bell Tele- 
phone Company Case. Lindheimer v. 
Illinois Bell Teleph. Co. (1934) 292 
US 151, 3 PUR NS 337, 78 L ed 
1182, 54 S Ct 658. See City of Pitts- 
burgh v. Pennsylvania Pub. Utility 
Commission (1953) 174 Pa Super Ct 
4, 1 PUR3d 262, 98 A2d 249. This 
argument is rather tenuous in view of 
the fact that the figures in Duquesne’s 
own reserve requirement study showed 
a spread of 7.46 per cent. However, it 
is sufficient answer to the contention 
to point out that the two proceedings 
involved different factual situations. 


The duty of the commission was to 
determine according to its best judg- 
ment the accrued depreciation from all 


the evidence presented: Blue Moun- 
tain Teleph. & Teleg. Co. v. Pennsyl- 
vania Pub. Utility Commission 
(1949) 165 Pa Super Ct 320, 81 





2 Schuylkill Valley Lines v. Pennsylvania 
Pub. Utility Commission (1949) 165 Pa Super 
Ct 393, 68 A2d 448; City of Pittsburgh v. 
Pennsylvania Pub. Utility Commission (1951) 
168 Pa Super Ct 95, 88 PUR NS 238, 78 A2d 
35; Orlosky v. Pennsylvania Pub. Utility 
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Commission (1952) 171 Pa Super Ct 409, 
96 PUR NS 471, 89 A2d 903; City of Phila- 
delphia v. Pennsylvania Pub. Utility Commis- 
sion (1954) 174 Pa Super Ct 641, 4 PUR3d 
185, 102 A2d 428. 
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PUR NS 442, 67 A2d 441; Orlosky 
v. Pennsylvania Pub. Utility Commis- 
sion (1952) 171 Pa Super Ct 409, 96 
PUR NS 471, 89 A2d 903. Since the 
record contained sufficient probative 
evidence upon which the commission 
could arrive at a percentage of accrued 
depreciation, its finding in this regard 
was not an abuse of administrative 
discretion, see Equitable Gas Co. v. 
Pennsylvania Pub. Utility Commis- 
sion (1954) 174 Pa Super Ct 450, 
102 A2d 235, and our conclusion is 
that it should not be disturbed: City 
. of Pittsburgh v. Pennsylvania Pub. 
Utility Commission (1951) 168 Pa 
Super Ct 95, 88 PUR NS 238, 78 
A2d 35. 


[9] Investment in Elrama No. 2. 
On January 18, 1953, Duquesne 
placed in operation a generating plant, 
known as Elrama No. 2. This was 
after the cutoff date of December 31, 
1952. However, since the first hear- 
ing did not take place until March 11, 
1953, the commission could properly 
take into consideration the construc- 
tion costs of the plant and the expense 
savings which Duquesne expected as 
a result of more efficient operation. 
The commission may not ignore re- 
cent information and evidence in the 
record which substantially affects the 
problem before it. See City of Pitts- 
burgh v. Pennsylvania Pub. Utility 
Commission (1952) 171 Pa Super Ct 
187, 96 PUR NS 161, 90 A2d 607. 
It was estimated that if Elrama No, 2 
had been in operation throughout the 
year 1952, the operating expenses 
would have been reduced by $3,000,- 
000. This amount was deducted 
from expenses by the commission, and 
no question is raised concerning its 
order in this connection. However, 
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Duquesne claims that the construc- 
tion of Elrama No. 2 is but one step 
in a building program involving a total 
expenditure of $27,951,000. The 
commission included in the rate base a 
rounded figure of $14,500,000 repre- 
senting the construction costs of EI- 
rama No. 2. Duquesne contends that 
the commission erred in refusing to 
include the total amount, asserting 
that $14,500,000 was simply the cost 
of the generating unit and a fraction 
of the transmission system. It argues 
that $27,951,000 is “the amount 
which is required for the operation of 
the Elrama No. 2 generator.” The 
basis of this argument is the testimony 
of the head of the company’s planning 
department that that figure was an 
“estimate of the amount of plant that 
should have been in service during 
1952 to carry the loads actually on 
the lines in that year with a reasonable 
amount of reserve.” 

It is apparent that the amount 
sought by Duquesne represents the 
total cost of proposed expansion and, 
on the basis of the quoted testimony, 
expansion which Duquesne felt should 
have been made earlier. The fact is 
however that, of this proposed expan- 
sion, only one portion (Elrama No. 2) 
had been completed and was in serv- 
ice. Duquesne concedes that “The 
commission has allowed $14,500,000 
which is substantially the amount re- 
quired to be spent for the generator 
unit alone, with immediately related 
transmission facilities.” The commis- 
sion found that the remaining items 
making up the balance of $13,500,000 
were proposed improvements to be 
made at some unascertained date, not 
related or essential to either the con- 
struction or operation of Elrama No. 
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2. Under § 311 of the Public Utility 
Law, 66 PS § 1151, only the prop- 
erty used and useful in the public serv- 
ice may be considered in fixing fair 
value. The commission properly re- 
jected those items which will not come 
into existence until some unascer- 
tained future time: Schuylkill Valley 
Lines v. Pennsylvania Pub. Utility 
Commission (1949) 165 Pa Super Ct 
393, 68 A2d 448. 

[10] Materials and Supplies. The 
city objects to the allowance of $9,- 
250,000 comprising $5,500,000 for 
materials and supplies and $3,750,000 
for coal inventory. There was no 
claim made by Duquesne for cash 
working capital, and the commission 
made no allowance in this connection, 
which is in accord with the ruling of 
this court and the Pennsylvania su- 
preme court in City of Pittsburgh v. 
Pennsylvania Pub. Utility Commission 
(1951) 169 Pa Super Ct 400, 82 A2d 
515; Id. (1952) 370 Pa 305, 94 PUR 
NS 353, 88 A2d 59. We are not in 
agreement with the city’s contention 
that there is no distinction between a 
cash working capital allowance and 
an allowance for material and supplies. 
In the words of Judge Hirt in City of 
Pittsburgh v. Pennsylvania Pub. Util- 
ity Commission (1954) 174 Pa Super 
Ct 363, 101 A2d 761, 766: “The 
same principles which called for a 
denial of an allowance for cash work- 
ing capital, cf. City of Pittsburgh v. 
Pennsylvania Pub. Utility Commis- 
sion (1952) 370 Pa 305, 309-312, 
94 PUR NS 353, 88 A2d 59, did not 
necessarily prohibit a capital allow- 
ance for materials and_ supplies.” 
While tax accruals may properly be 
used to eliminate a hypothetical cash 
working capital allowance, the same 


139 


principle does not apply to materials 
and supplies, which represent inven- 
tories of tangible property owned by 
the utility and required in rendering 
service. Our conclusion is that an 
allowance for materials and supplies 
was entirely proper. The amount of 
that allowance was for the judgment 
of the commission. See City of Pitts- 
burgh v. Pennsylvania Pub. Utility 
Commission, supra, 174 Pa Super Ct 
363. 


Annual Revenue 


[11] Projected Revenues. In or- 
der to determine the projected reve- 
nues for the future it was necessary 
for the commission to adjust the op- 
erating revenues and expenses of the 
test year so as to eliminate the effect 
of a strike in the steel industry, and 
also to annualize revenues received 
from, and expenses incurred in serv- 
ing, customers during the test year. 
The commission adopted the city’s 
studies relative to the effect of the 
steel strike. Briefly, the computation 
to counteract the effect of the strike 
was measured by the difference be- 
tween what the revenues would have 
peen had the trend prior to May, 1952, 
been continued up to August, and by 
projecting the trend after August, 
1952, back to May. The difference 
between these overlapping values was 
$1,902,000. No question is raised on 
this appeal challenging the commis- 
sion’s acceptance of this evidence. The 
city contends, however, that there was 
error in rejecting the results of its 
study for annualization of operating 
revenues and expenses and in accept- 
ing Duquesne’s annualization study. 

The city’s study was based on a 
mathematical projection on a total 
5 PUR 3d 
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system basis, which did not distin- 
guish between residential and indus- 
trial use. The commission found that 
residential sales exert slight weight 
in the tabulations of total sales, and 
that the city’s calculations so weighted 
were unacceptable. Duquesne’s study 
was based on an analysis of the num- 
ber of new customers added in the 
residential, small commercial, and 
small industrial classes, with the 
amount of kilowatt hours used by 
each. From this was determined the 
amount which would have been con- 
sumed had they been customers 
throughout the entire year. In the 
case of large industrial and commercial 
users the number of new contracts and 
the changes in old contracts were ana- 
lyzed and the estimated additional use 
was projected for the entire year, as if 
they had had such contracts for that 
period. Similar treatment was applied 
to the cost of producing the additional 
energy consumed. With the two 
studies to choose between, it was in- 
cumbent upon the commission to de- 
termine which one represented the 
better adjustment. It has the power 
to exercise its own judgment in fore- 
casting probable future revenue: Or- 
losky v. Pennsylvania Pub. Utility 
Commission (1952) 171 Pa Super Ct 
409, 96 PUR NS 471, 89 A2d 903. 
The commission in its order stated 
that “load growth adjustments of com- 
mercial and industrial sales based upon 
factual detailed studies are far better 
than the assumed ‘law of averages’ 
calculations applied to all classes of 
sales by City.” It was not error for 
the commission to adopt the study 
which it felt was the more accurate. 


[12,13] Excess Profits Tax. By 
act of Congress dated July 16, 1953, 
5 PUR 3d 


the federal excess profits tax expired 
on December 31, 1953, or nine days 
after the entry of the commission’s 
order of December 22, 1953. The 
order disallowed excess profits taxes. 
Duquesne objects on the ground that 
the tax was in existence during the en- 
tire base year of 1952. We recognize 
that, in practical application, the use 
of a test year and cutoff date in deter- 
mining a rate case is not free from 
difficulty, since changes may become 
known before the order is entered. In 
strict theory perhaps, these subsequent 
developments should be _ ignored. 
However, this court has stated that the 
commission “cannot be oblivious” to 
them: City of Pittsburgh v. Pennsyl- 
vania Pub. Utility Commission (1952) 
171 Pa Super Ct 187, 96 PUR NS 
161, 90 A2d 607. It must be kept in 
mind that rates are being fixed for the 
future, and the commission, having “a 
wide area of discretion as to the extent 
and the type of adjustments to be 
made to base year figures.” Du- 
quesne Light Co. v. Pennsylvania 
Pub. Utility Commission (1953) 174 
Pa Super Ct 62, 99 A2d 61, 64, could 
properly make an adjustment to re- 
flect the elimination of the excess 
profits tax. 

On the other hand, Duquesne al- 
leges that the commission committed 
an injustice in disallowing the excess 
profits tax without taking cognizance 
of a wage increase which became effec- 
tive October 1, 1953, over two and a 
half months before the order was 
made. We agree that an adjustment 
to reflect the elimination of the excess 
profits tax without a corresponding 
adjustment to reflect the wage increase 
is not only inconsistent but directly in 
conflict with the principle underlying 
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our prior decisions. ‘The wage in- 
crease “was called to the commission’s 
attention at the oral argument on No- 
vember 10, 1953, and was actually in 
effect prior to the writing of the com- 
mission’s order.”* In City of Pitts- 
burgh v. Pennsylvania Pub. Utility 
Commission, supra, 96 PUR NS 161, 
174, 90 A2d 607, 619, with regard 
to the repeal of the federal electric 
energy tax, we said: “As the record 
must be remitted for other reasons, 
the commission should take into con- 
sideration this very material change 
in Duquesne’s allowable tax expense.” 
So in the case at bar, as the record 
must be remitted for another reason 
(as will hereinafter appear), the com- 
mission should either make a corre- 
sponding adjustment for the wage in- 
crease, or adhere more strictly to the 
base year concept by not making either 
adjustment. 


[14] Fuel Adjustment Clause. A 
fuel adjustment clause is a method de- 
signed to enable a utility to adjust its 
revenues either upward or downward 
to reflect changing fuel costs without 
having to resort to the cumbersome 
procedure of filing new tariffs. Tariff 
No. 12 provided a fuel cost adjust- 
ment applicable to certain commercial 
users‘ “at the rate of 0.0154 cents per 
kilowatt hour, for each one cent varia- 
tion from 20 cents in the cost per muil- 
lion Btu of fuel consumed at the com- 
pany’s generating stations” (Italics 
supplied). A clause of this type was 
approved by the commission in its 
prior orders, and by this court on ap- 
peal. See City of Pittsburgh v. Penn- 
sylvania Pub. Utility Commission, 


supra, 171 Pa Super Ct 187, 96 PUR 
NS 161; Duquesne Light Co. v. 
Pennsylvania Pub. Utility Commission 
(1953) 174 Pa Super Ct 62, 99 A2d 
61. In the present order, the com- 
mission substituted a clause providing 
that “an adjustment up or down in 
cents per kwh will be made, equal to 
the increase or decrease in the average 
current fuel cost per kwh, above or 
below a fuel cost of 0.3111 cents per 
kwh” (Italics supplied). Under the 
clause proposed by Duquesne an ad- 
justment would be made in the cus- 
tomer’s bills to reflect changes in the 
cost per million Btu of fuel. For 
each one cent change in this cost, the 
adjustment is at a constant rate, 
0.0154 cents per kilowatt hour. Under 
the commission’s clause the adjust- 
ment will vary with the cost of fuel 
per kwh. The commission’s position 
is that the cost of fuel per kwh is af- 
fected not only by the cost of fuel per 
million Btu, but also by the amount 
of fuel consumed to produce a kwh, 
or, in other words, by the thermal 
efficiency of the system. It reasons 
that, if a fuel adjustment clause con- 
tains a fixed thermal efficiency factor, 
then any improvement in thermal effi- 
ciency would not be reflected in the 
adjustment of the basic charge. Con- 
sequently, a utility having a fuel cost 
adjustment clause with a fixed thermal 
efficiency factor would collect a rela- 
tively greater rate in the event of an 
improvement in thermal efficiency. 
The controversy is in effect between a 
fixed and a variable thermal efficiency 
factor. 


Duquesne argues that the commis- 





8 This statement in appellant’s brief is not 
challenged. 
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4In Rate “W” to that portion of the energy 
used per month in excess of 1,000 kwh, and 
in Rates “X” and “Y” to all energy billed. 
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sion’s clause gives the rewards of effi- 
ciency to customers while the costs of 
efficiency must be borne by the com- 
pany, and that a premium will thereby 
be placed on inefficient operation. The 
commission answers that recovery of 
capital outlay should be by way of 
the demand charge, otherwise the com- 
pany will receive a double return. In 
Magee Carpet Co. v. Pennsylvania 
Pub. Utility Commission (1954) 174 
Pa Super Ct 438, 102 A2d 229, 233, 
President Judge Rhodes said: ‘The 
obvious and fundamental purpose of a 
fuel adjustment clause is to provide 
for the adjustment of charges for serv- 
ice to a consumer to directly reflect the 
changing fuel cost to the utility.” 

We must agree that “the changing 
fuel cost to the utility” is determined 
both by the change in cost of fuel per 
million Btu, and the change in the effi- 
ciency of converting fuel into electric 
energy. The operation of the clause, 
like most questions dealing with the 
refinements of rate structures, is pri- 
marily a factual matter for determina- 
tion by the commission: Magee Car- 
pet Co. v. Pennsylvania Pub. Util- 
ity Commission, supra. The mere fact 
that the type of clause advocated by 
Duquesne formerly found approval 
does not preclude the commission from 
changing it in the exercise of its 
functions as an administrative agency 
of the legislature: Aizen v. Penn- 
sylvania Pub. Utility Commission 
(1948) 163 Pa Super Ct 305, 76 
PUR NS 317, 60 A2d 443. Rate mak- 
ing is an exercise of the legislative 
power, delegated to the commission, 
and necessarily implies a range of leg- 
islative discretion: City of Philadel- 


phia v. Pennsylvania Pub. Utility 
Commission (1954) 174 Pa Super Ct 
641, 4 PUR NS 185, 102 A2d 428. 

[15] Annual Depreciation Allow- 
ance. Duquesne complains that the 
order of the commission is confisca- 
tory in that the allowance for annual 
depreciation is not sufficient to allow 
it to recover the full original cost of 
its depreciable plant amounting to 
$279,957,341. Duquesne’s book re- 
serve for depreciation is 24.5 per cent 
or $68,736,193. It contends that it 
must have an annual allowance for de- 
preciation of $6,602,187 in order to 
recover the cost in the remaining pe- 
riod of the life of the property as found 
by the commission (about 29 years). 
Since the commission allowed only 
$6,190,187° as the annual deprecia- 
tion recoverable, it is Duquesne’s po- 
sition that the difference between this 
amount and the amount which should 
have been allowed, or $412,000 a year, 
will result in the eventual confiscation 
of $12,000,000 of its property. Basi- 
cally, Duquesne’s position is founded 
on the “remainder-life” theory of de- 
preciation. See Clark’s Ferry Bridge 
Co. v. Pennsylvania Pub. Service 
Commission, 108 Pa Super Ct 49, 
PUR1933D 173, 165 Atl 261; Equi- 
table Gas Co. v. Pennsylvania Pub. 
Utility Commission (1947) 160 Pa 
Super Ct 458, 68 PUR NS 65, 51 
A2d 497. 

In its 1951 order, the commission 
allowed Duquesne the amount neces- 
sary to enable it to recover the full 
amount of the original cost of the 
property. The commission, after 
pointing out that the annual accruals 
would produce an over-all total of only 





5 This figure does not include $339,190 for 
annual depreciation on the portion of Elrama 
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No. 2 which the commission included in the 
rate base. 
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$200,817,528 said (29 Pa PUC 674, 
758): “This amount compares with 
$212,199,261 representing the orig- 
inal cost of depreciable and depletable 
plant and construction work in prog- 
ress in service, as shown above in Ta- 
ble VI. So that respondent will be 
provided with this difference of $11,- 
381,633, we will include in our find- 
ing of annual depreciation, for the pur- 
poses of this proceeding, $443,555 
which, over remaining useful service 
life, will accrue to that difference.” 
Although the additional allowance 
was attacked by the city, this court af- 
firmed, saying that “[t]he commis- 
sion’s allowance for annual deprecia- 
tion was calculated to permit the util- 
ity to recover the original cost of its 
property.” City of Pittsburgh v. 
Pennsylvania Pub. Utility Commis- 
sion (1952) 171 Pa Super Ct 187, 
213, 96 PUR NS 161, 175, 90 A2d 
607, 620. 


In the present order the commission 
has held that there can be no increase 
in the annual depreciation charges to 
enable the company to recover the 
deficiency in the reserve requirement. 
It now takes the position that it was in 
error in the previous case involving 


Duquesne. Briefly, the commission 
contends that Duquesne did not prove 
that its deficiency in book reserve in 
the past resulted from lack of earnings. 
Furthermore, it takes the position that 
(1) it is a practical impossibility in 
most cases to make a determination of 
whether past earnings were adequate 
or inadequate, and (2) the past must 
be forgotten if rates are to be based on 
the present cost of service to the utility. 
The commission relies on Newport 
Home Water Co. v. Pennsylvania 
Pub. Service Commission (1921) 76 
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Pa Super Ct 386, for the proposition 
that a utility may not amortize a de- 
ficiency in the book reserve for depre- 
ciation when that deficiency was 
caused by mistakes of the management 
in the past. An examination of the 
Newport Case discloses irregularities 
on the part of the water company man- 
agement amounting to deliberate mis- 
application of funds. In the present 
case, however, there is nothing to 
show that the company was guilty of 
any faulty past practices in accumulat- 
ing its book reserve, or that the con- 
ceded deficiency therein is not genuine. 
In fact, in 1937 the commission ex- 
pressly approved the company’s re- 
serve for depreciation and its annual 
accruals: Pennsylvania Pub. Utility 
Commission v. Duquesne Light Co. 
(1937) 20 PUR NS 1,6. The subse- 
quent accruals have been greater than 
the amount strictly required. In now 
changing its policy, the commission 
concedes that its allowance for annual 
depreciation will not reimburse Du- 
quesne for the full original cost of its 
property. 

We are of the opinion that the rea- 
soning in City of Pittsburgh v. Penn- 
sylvania Pub. Utility Commission 
(1952) 370 Pa 305, 94 PUR NS 353, 
362, 363, 88 A2d 59, 67, applies with 
equal force to the present situation. 
The appeal in that case presented the 
question whether a deficiency in a pen- 
sion fund should be borne by the com- 
pany or by the ratepayers. Mr. Jus- 
tice Chidsey said: “Someone must 
pay for the pension costs properly at- 
tributable to past services. At the 
present time such costs can be placed 
upon present and future ratepayers or 
the investors in the company. In the 
present situation the test for determin- 
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ing where the burden should be placed 
as between these two classes of indi- 
viduals is whether management 
abused its discretion in 1927 by not 
placing the full cost on the ratepay- 
ers from that time on. If they did, 
the investors for whom they acted 
should bear the cost. If they did not, 
there is no valid legal objection to 
placing the burden on present and 
future ratepayers. Since we have al- 
ready demonstrated it cannot properly 
be held that management abused its 
discretion in 1927, the costs of pen- 
sions including the freezing payment 
were correctly included by the com- 
mission as an operating expense.” 
The present record shows no abuse of 
discretion by Duquesne, nor is any 
such abuse asserted. We have there- 
fore concluded that the case must be 
remanded to the commission for rede- 
termination of the allowance for an- 
nual depreciation expense. 


Conclusion 


To summarize, we find no errors 
in the commission’s order except with 
regard to (1) the making of an ad- 
justment for the elimination of the ex- 
cess profits tax without making a cor- 
responding adjustment for the wage 
increase; and (2) the allowance for 
annual depreciation expense. In the 
latter connection we are not to be un- 
derstood as indicating that the remain- 
der investment approach should al- 
ways be followed. In the case at bar, 
however, we cannot now approve a 
complete change in policy to the com- 
pany’s prejudice. 


ORDER 


The order of the commission is 
reversed, and the record is remanded 
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to the commission with instructions 
to proceed in a manner consistent 
with the views expressed in this 
opinion. 


Rhodes, PJ., dissents. 


Ruopes, PJ., dissenting: I dis- 
sent from the conclusion of the ma- 
jority. I would affirm the order of 
the commission. The majority opin- 
ion reverses the order of the commis- 
sion and remits the record with direc- 
tion to apply the remainder life theory 
in computing Duquesne’s annual de- 
preciation allowance. Having as- 
sumed the genuineness of the deficien- 
cy in the book reserve in a prior 
proceeding, the commission might 
have allowed the additional annual 
depreciation of $412,000 under the 
remainder life theory in this case. 
The commission, if it concluded the 
circumstances warranted, could have 
accepted the utility’s book estimate 
and this would have been within the 
sphere of its authority. Harrisburg 
Steel Corp. v. Pennsylvania Pub. Util- 
ity Commission (1954) — Pa Super 
Ct —, — A2d —. But the commission 
is not obliged to repeat or perpetuate 
an error and we should not require it 
to do so. The addition of $412,000 to 
annual depreciation as directed by the 
majority may not be important in so 
far as the amount is concerned when 
considered in relation to Duquesne’s 
allowable annual operating expenses, 
but the principle involved is of far- 
reaching consequence to the regula- 
tory process. The majority of this 
court are attempting to substitute 
their judgment for the discretionary 
power of the commission. The result 
of this unwarranted interference with 
the prerogatives of the commission is 
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to direct commission action on what 
is essentially an economic problem. 
Preliminarily it is well to remember 
that the regulation of public utilities, 
including the exercise of the rate-mak- 
ing power by the commission, is not 
an exact science, and calculations can- 
not always be made with mathemati- 
cal precision. This is illustrated by 
reference to the recent history of this 
utility. The commission in its order 
of March 9, 1953, 100 PUR NS 193, 
in holding that Tariff No. 11 was not 
unreasonable or discriminatory, found 
that allowable revenues were excessive 
in the amount of $652,739. The com- 
mission nevertheless decided that it 
was impractical to design rates that 
would reduce revenues within such 
narrow limits; and Duquesne has 
thereby been permitted to receive this 
excess in annual revenues. See City 
of Pittsburgh v. Pennsylvania Pub. 
Utility Commission (1952) 171 Pa 


Super Ct 187, 96 PUR NS 161, 90 
A2d 607; Duquesne Light Co. v. 
Pennsylvania Pub. Utility Commis- 
sion (1953) 174 Pa Super Ct 62, 99 
A2d 61. 


In its order of August 29, 1951, 
the commission allowed Duquesne $4,- 
998,282 for annual depreciation on its 
plant. The annual depreciation allow- 
ance on Duquesne’s electric plant con- 
sisted of straight-line reserve allow- 
ance of $4,554,727, and a remainder 
life allowance of $443,555. Du- 
quesne there contended that the com- 
mission’s allowance for annual 
depreciation should be based upon 
replacement cost at current prices. 
We recognized that allowance for an- 
nual depreciation should be calculated 
to permit the utility to recover the 
original cost of its property; and we 
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sustained the commission’s calculation 
of the allowance for annual deprecia- 
tion, being necessarily a judgment 
figure. City of Pittsburgh v. Penn- 
sylvania Pub. Utility Commission, 
supra, 171 Pa Super Ct 187, 212, 213, 
96 PUR NS 161. Under the facts of 
that rate proceeding the application of 
the remainder life theory was discre- 
tionary with the commission. In the 
present proceeding the commission 
had the power to determine that the 
remainder life theory should not be 
applied, and its conclusion is based 
upon substantial reasons. 

In the present order of December 
22, 1953, the commission made an an- 
nual depreciation allowance to Du- 
quesne of $6,529,377, including Elra- 
ma No. 2 power plant. It is conceded 
that on the basis of the reserve re- 
quirement study there would be a defi- 
ciency in Duquesne’s book reserve for 
depreciation. The commission re- 
fused to amortize this deficiency by 
making provision for it in the annual 
depreciation charge. Duquesne claims 
that this resulted in confiscation of 
$12,000,000 of the original cost of its 
property. 

The allegation of confiscation must 
be sustained by the evidence submit- 
ted by the utility, and the commission 
is not obliged to establish the nature 
or validity of an inadequacy in the 
utility’s book reserve. It is only upon 
proof by the utility or upon an as- 
sumption that the deficiency in that 
book reserve was due to the utility’s 
insufficient past earnings or collections 
from consumers to compensate the 
utility for property consumed in ren- 
dering past service that it can be said 
that Duquesne will not receive over 
the expected service lives of the units 
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of property their full original cost. 
Present ratepayers are not to be 
charged for a failure of a utility to 
allocate adequate amounts to its book 
reserve for depreciation whether such 
bookkeeping entry is intentional or the 
result of erroneous methods. The 
correction of a utility’s book reserve 
for depreciation should be made 
through surplus in the absence of evi- 
dence acceptable to the commission 
that the deficiency is genuine. If gen- 
uine it would be proper to amortize 
the deficiency as an operating expense 
over the remaining expected service 
life of the property units. See North- 
western Wisconsin Electric Co. (Wis 
1941) 40 PUR NS 202, 204. 
Depreciation is-defined as the ex- 
pense occasioned by the using up of 
physical property employed as fixed 
capital.* An annual depreciation al- 
lowance in rate making is an expense 


item designed to permit the utility to 
recover over the estimated service life 
the original cost of the property de- 


voted to the public service. In mak- 
ing such allowance the commission 
must be guided by the record before 
it. Its findings must be supported by 
evidence, and the weight to be given 
any particular item of evidence is for 
the commission. To avoid confusion 
and misunderstanding it may be ex- 
pedient to employ an elementary ap- 
proach and analyze the problem pre- 
sented by the utility's claim of 
confiscation by reason of the commis- 
sion’s failure to take into account the 
alleged deficiency in its book reserve 





* “Broadly speaking, depreciation is the loss, 
not restored by current maintenance, which 
is due to all the factors causing the ultimate 
retirement of the property.” Lindheimer v. 
Illinois Bell Teleph. Co. (1934) 292 US 151, 
167, 3 PUR NS 337, 347, 78 L ed 1182, 1192, 
54 S Ct 658, 664. 
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in arriving at an annual depreciation 
allowance. The term “deficiency in 
the book reserve for depreciation” 
means only that the total amount re- 
corded on the utility’s books in the 
reserve for depreciation account is less 
than the amount which is indicated by 
a present reserve requirement study, 
which is an analysis of the utility’s 
recent experience in retiring from 
service its units of property for vari- 
ous causes. The question presented 
can be readily understood by use of a 
concrete, simplified example as given 
by the commission in its brief in these 
appeals. Let us assume a unit of 
property costs $15,000 when installed, 
and that the estimated service life on 
the books of the utility at installation 
was fifteen years. Annual deprecia- 
tion credited to the book reserve 
would be $1,000 per year and at the 
end of five years the book reserve 
would be $5,000. Assume that at the 
end of five years a present reserve re- 
quirement study based on the latest 
available evidence shows the proper 
estimated service life at ten years in- 
stead of fifteen years as computed in 
the book reserve. Ignoring for the 
moment the book reserve, under the 
present reserve requirement study the 
proper annual depreciation allowance, 
representing the true current annual 
depreciation expense chargeable to 
present cost of service, would be $1,- 
500, that is, a 10-year life at $1,500 
per year would recover an original cost 
of $15,000. 

Briefly, the remainder life theory if 
applied requires that the commission 
consider any deficiency (or excess) 
between the book reserve or any prior 
depreciation study and the present re- 
serve requirement study, and add to 
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the annual depreciation allowance (or 
in case of an excess to subtract) an 
amount sufficient to cover over the 
remaining service lives the deficiency 
or excess. In this illustration if the 
book reserve is to be accorded full 
weight due to the change in estimated 
service life from fifteen to ten years 
there is a deficiency in the book re- 
serve of $2,500; $7,500 should have 
been accrued on the books in half the 
life of the property, to wit, five years, 
instead of $5,000 which the books ac- 
tually show. Where the commission 
applies the remainder life theory it 
makes an additional allowance (in this 
example $500 a year, $2,500/five 
years) sufficient to permit the utility 
to amortize the deficiency, which it 
has created, over the remaining esti- 
mated service life of the property. On 
the other hand, if there was an excess 
of $2,500 between the book reserve 
and the present reserve requirement 


study, the same principle would apply 
and the commission would reduce the 
annual depreciation allowance by $500 
per year if it applied the remainder life 


theory. Extending the life of the 
property on the books and thereby re- 
ducing the annual amount entered in 
the book reserve for depreciation re- 
gardless of adequate earnings in- 
creases the amounts available for divi- 
dends or other reserve. 

The commission presents two rea- 
sons why it should not be compelled to 
apply the remainder life theory in any 
given case. 

First, the commission argues that 
application of the remainder life the- 
ory should depend on whether it is 
established, in a given case, that the 
deficiency, or excess, between the pres- 
ent study and the book reserve is in 
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fact genuine, as distinguished from a 
mere difference between the two esti- 
mates. The genuineness of the defi- 
ciency, or excess, in turn hinges upon 
the question whether the utility in the 
past made more or less than a fair re- 
turn (on fair value) over the years in 
question. If there is a deficiency and 
the utility has earned no more than a 
fair return on fair value then the de- 
ficiency would be genuine. Where 
there is a deficiency and the utility has 
in fact earned more than a fair return, 
to the extent that the utility has earned 
more than a fair return, the deficiency 
has no validity. Where an excess ap- 
pears in the book reserve and the util- 
ity has earned at least a fair return on 
fair value the excess may be consid- 
ered genuine. But where the utility 
has not earned at least a fair return 
the excess would to that extent be 
false. 


Secondly, the commission takes the 
position that, since it is a practical 
impossibility to try a rate case involv- 
ing prior years, the commission can- 
not be required to apply the remain- 
der life theory in any given case, but 
may properly base its annual depre- 
ciation allowance on the present re- 
serve requirement study (the latest 
available evidence) which represents 
the true current annual depreciation 
expense chargeable to present cost of 
service. The commission states in its 
brief: ‘Thus, the commission now 
reasons that the present depreciation 
expense incurred in furnishing pres- 
ent service is the only proper basis 
for determining allowable operating 
expenses and that to amortize either 
a deficiency or an excess by increas- 
ing or decreasing present depreciation 
expense is to distort the present cost 
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of property consumed in rendering 
service.””? 

I think the answer is obvious when 
the problem is thus analyzed. The 
commission should give the utility 
everything to which it is entitled. 
This is done when it makes a reason- 
able annual depreciation allowance 
based upon a present reserve require- 
ment study, which is a sufficient basis 
for recovery of full original cost. This 
conclusion is fortified when we consid- 
er the nature of an annual deprecia- 
tion allowance in relation to accrued 
depreciation. In Clark’s Ferry Bridge 
Co. v. Pennsylvania Pub. Service 
Commission, 108 Pa Super Ct 49, 74, 
PUR1933D 173, 188, 165 Atl 261, 
270, we said: “. ~. . annual depre- 
ciation should bear some fair relation 
to the accrued depreciation. We do 
not mean to say that they should be 
calculated on the same basis, for the 
accrued depreciation represents the 
actual depreciation which has occurred 
and which may be discovered by in- 
spection and examination, while the 
annual depreciation allowance is a the- 
oretical allowance made from year to 
year, i 

There is no logical or rational basis 
upon which the majority directs the 
commission to apply the remainder life 
theory in this case. Reversal of the 
commission’s order is not upon the 
ground of confiscation which is urged 
by the utility. The majority states 
that the present record shows no abuse 
of discretion by Duquesne relative to 
the creation of its book reserve. The 
validity of the deficiency is assumed 
by the majority and a correlation of 


the present reserve requirement study 
with the book reserve or a prior find- 
ing of depreciation thereupon becomes 
mandatory. As a consequence of such 
judicial interference with the commis- 
sion’s administrative powers consum- 
ers may be required to compensate a 
utility for its investment more than 
once. The commission in some cases 
has also acted upon the assumption 
that the mere fact of the existence of 
a deficiency in the book reserve for 
depreciation established that the util- 
ity’s past collections from consumers 
were in fact deficient. Such assump- 
tion, inherent in the application of the 
remainder life theory, is that the utility 
is always earning precisely a fair re- 
turn, no more and no less. But, as 
the commission says: “Considering 


the problem as solely one involving the 
amounts charged in the past on the 
books of account as depreciation ex- 
pense ignores the more cogent and de- 


terminative questions of past earnings 
and present cost of service.” Of 
course the findings of annual depreci- 
ation in previous cases are not res 
judicata. The annual depreciation 
allowances vary under changing con- 
ditions as appears by reference to the 
respective proceedings involving Du- 
quesne, and no formula can be pre- 
scribed by this court controlling the 
commission’s administrative powers 
in such matters. 

A fundamental error in the majority 
opinion is an assumption that the com- 
mission’s refusal to give weight to the 
deficiency between the book reserve 
and the present reserve requirement 
study results in an annual deprecia- 





1The commission in its brief (pp. 77-83) 
gives a convincing illustration of the inequitable 
results from the application of the remainder 
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life theory solely on the mere presence of a 
deficiency or an excess in a utility’s book 
reserve for depreciation. 
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tion allowance which will not enable 
the utility to recover the full original 
cost of its property. It is erroneous 
to say that unless the deficiency in the 
book reserve is taken into account full 
original cost will not be recovered. 
True, the commission says in its brief 
that, “based on the amount of the com- 
mission’s allowance for annual depre- 
ciation expense in this case, Duquesne 
will not receive over the expected serv- 
ice lives of the units of property their 
full original cost.” The majority has 
entirely misconstrued the limited 
import of this statement. ['undamen- 
tally, as the commission points out, 
an annual depreciation allowance 
based on a present reserve require- 
ment study alone represents the true 
present cost of service and gives the 
utility its full rights in a rate proceed- 
ing, that is, recovery of full original 
cost on the basis of the present reserve 
study used. Consequently, the com- 


mission meant only that where full 
weight is accorded the book reserve, 
in comparison with the present study, 
then any variation shown must be tak- 
en into account in order to insure re- 


covery of full original cost. Of 
course, if by hypothesis the commis- 
sion must give full weight, or any 
weight, to a deficiency in the book 
reserve, it will have to take such de- 
ficiency into account in arriving at an 


annual depreciation allowance that 
will allow recovery of original cost. 
To accept the deficiency or the book 
reserve at face value is to assume that 
prior accrual rates have been genuine- 
ly deficient, and hence the deficiency 
must be taken into account in order 
to recover full original cost. 

Essentially, the problem is one of 
the weight to be given to evidence 
by the commission. It can disregard 
the book reserve and base annual de- 
preciation entirely on the present re- 
serve study, or it can give some weight 
to the book reserve or even full weight 
thereto. The majority opinion rec- 
ognizes this power of the commission 
in affirming the commission’s deter- 
mination of accrued depreciation, but 
denies it when the commission consid- 
ers annual depreciation. Under the 
heading “Accrued Depreciation” the 
majority opinion states: “The com- 
mission had before it the following: a 
reserve requirement study by the city, 
a reserve requirement study by Du- 
quesne, the finding of the commission 
in the prior rate proceeding, and the 
book reserve. The commission did 
not consider the book reserve control- 
ling since it had not been accumulated 
on actual service life but from per- 
centages of revenues and by lump sum 
appropriations from surplus.” 

The only logical rule, therefore, is 





2In Harrisburg Steel Corp. v. Pennsylvania 
Pub. Utility Commission (1954) — Pa Super 
Ct —, — A2d —, a present reserve requirement 
study revealed that the balance in the com- 
pany’s book reserve for depreciation was 
$9,711,287 less than the accrued depreciation 
indicated by the reserve study as having actu- 
ally occurred. The company thereupon trans- 
ferred $5,000,000 from surplus, subject to the 
approval of the commission, and in its rate pro- 
ceeding proposed to amortize the remaining de- 
ficiency of $4,711,287 as an allowable operating 
expense over the remaining average service 
life of the property. The commission, in amor- 
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tizing the deficiency, allowed $118,250 annually 
as an operating expense for rate purposes, 
having accepted within the sphere of its au- 
thority the company’s estimate. We affirmed 
the commission in applying the remainder 
life theory under the circumstances and in- 
creasing the annual depreciation allowance 
accordingly. 

In Pennsylvania Public Utility Commission 
v. Equitable Gas Co. C. 15581, August 11, 
1953, the commission refused to amortize an 
excess in book reserve by decreasing the 
depreciation expense allowance. 
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that the commission should have dis- 
cretion as to what weight, if any, it 
will give to the book reserve in a given 
case as compared to the present re- 
serve study. For instance, admitted- 
ly here the book reserve was com- 
puted primarily on gross revenues and 
not at all on any study of service lives 
or rate of annual depreciation. On the 
record the commission was entirely 
justified in giving no weight to the 
book reserve, that is, refusing to ap- 
ply the remainder life theory. There 
was no proof of confiscation shown, 
as alleged by the utility. In any event, 
the burden is upon the party alleging 
it to prove confiscation. “The point 
is as to the necessity for the annual 
charges for depreciation, as made or 
claimed by the company, in order to 
avoid confiscation through the rates in 
suit. On that point the company has 


the burden of proof.” Lindheimer v. 
Illinois Bell Teleph. Co. (1934) 292 


US 151, 3 PUR NS 337, 351, 78 
L ed 1182, 1197, 54 S Ct 658, 668. 
Duquesne made no attempt to meet 
that burden. 

The majority opinion relies upon 
several erroneous grounds for direct- 
ing the commission to apply the re- 
mainder life theory in this case. In 
the majority opinion it is said: “| . . 
there is nothing to show that the 
company was guilty of any faulty 
past practices in accumulating its book 
reserve, or that the conceded deficien- 
cy therein is not genuine. In fact, in 
1937 the commission expressly ap- 
proved the company’s reserve for de- 
preciation and its annual accruals 

The present record shows 
no abuse of discretion by Duquesne, 
nor is any such abuse asserted. 
we are not to be understood as indi- 
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cating that the remainder investment 
approach should always be followed. 
In the case at bar, however, we can- 
not now approve a complete change in 
policy to the company’s prejudice.” 
(1) Alleged approval of the util- 
ity’s reserve in prior proceedings was 
expressly limited to and for the pur- 
poses of the particular proceeding. 
Assuming such approval was made in 
prior proceedings, it does not bind the 
commission here. Prior rate proceed- 
ings or the particular findings therein 
are not res judicata of subsequent rate 
cases. City of Philadelphia v. Penn- 
sylvania Pub. Utility Commission 
(1953) 173 Pa Super Ct 38, 52, 99 
PUR NS 37, 95 A2d 244; City of 
Pittsburgh v. Pennsylvania Pub. Util- 
ity Commission (1953) 174 Pa Super 
Ct 4, 1 PUR3d 262, 98 A2d 249. 
(2) The fact that the commission 
applied the remainder life theory and 
allowed Duquesne to amortize an al- 
leged deficiency in the book reserve in 
the 1951 proceeding does not, by any 
logic or reason, require this court to 
direct the commission to apply such 
remainder life theory here. In the 
1951 proceeding the commission ap- 
plied the remainder life theory and we 
affirmed such action. City of Pitts- 
burgh v. Pennsylvania Pub. Utility 
Commission (1952) 171 Pa Super Ct 
187, 96 PUR NS 161, 90 A2d 607. 
Here the commission refused to apply 
the remainder life theory, and the 
question raised is whether it is bound 
to apply the theory under a plea of con- 
fiscation by the utility. This question 
was not involved in the 1951 case. 
Approaching the problem on the basis 
of fundamentals, it is clear that, where 
the commission applies the remainder 
life theory, its action is not necessarily 
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erroneous, but the commission is not 
bound to apply such theory in any giv- 
en case, any more than it is precluded 
from changing its prior approval of a 
fuel adjustment clause in the exercise 
of its functions as an administrative 
agency of the legislature. Let us sup- 
pose an excess, rather than a deficien- 
cy, in the book reserve was involved 
here. I am confident that the utility 
would vigorously protest against ap- 
plication of the remainder life theory 
and the consequent deduction from its 
annual depreciation allowance. The 
underlying principle is the same. For- 
mer application of the remainder life 
theory, even involving the same util- 
ity, does not determine the present 
question one way or the other. 

(3) The exercise of discretion by 
utility management and observance of 
commission rules regarding annual 
depreciation accruals are not here in- 
volved. The case of City of Pitts- 
burgh v. Pennsylvania Pub. Utility 
Commission (1952) 370 Pa 305, 94 
PUR NS 353, 88 A2d 59, has no ap- 
plication to the present appeals. The 
question there was whether ratepay- 
ers or stockholders should be charged 
with an admitted actuarial deficiency 
in the pension fund. Here the ques- 
tion is whether an alleged deficiency 
between book reserve and a present 
reserve study is genuine, and whether 
such deficiency ipso facto must be ac- 
cepted by the commission in comput- 
ing a reasonable annual depreciation 
allowance. 

(4) For like reasons, we are not 
concerned, as the majority assumes, 
with questions of fairness, prejudice, 
estoppel, or change in commission 
policy. The commission’s refusal to 
continue to accept at face value self- 
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serving book entries of a utility would 
not be a prejudicial change of policy. 

The majority directs the commis- 
sion to make adjustment for a wage 
increase, not in the record, since the 
commission made an adjustment to 
reflect the elimination of the excess 
profits tax. Admittedly, the commis- 
sion should consider the latest avail- 
able relevant evidence in computing 
expenses and income, but, at the same 
time, it is given discretion as to what 
adjustments shall be made to base year 
figures. Duquesne Light Co. v. Penn- 
sylvania Pub. Utility Commission 
(1953) 174 Pa Super Ct 62, 69, 99 
A2d 61. In the exercise of its dis- 
cretion the commission made the ad- 
justment to reflect elimination of the 
excess profits tax, but refused to con- 
sider a wage increase which was not 
in the record. In directing the com- 
mission to take into account the wage 
increase, or eliminate it and the tax 
item, the majority is again arrogating 
to itself an exclusive function of the 
commission. 


In its final order of December 22, 
1953, in these appeals the commission 
found the proposed rates in tariff No. 
12 to be unfair, unreasonable, and un- 
lawful. The commission went fur- 
ther and modified the fuel clause pro- 
posed by Duquesne in tariff No. 12, 
which was substantially the fuel clause 
contained in tariff No. 11. This mod- 
ification of the fuel clause, prescribing 
a variable instead of a fixed thermal 
efficiency factor, was designed to limit 
the application of the fuel clause to fuel 
expense actually incurred. It was 
estimated that such modification in 
the fuel clause would, on the basis of 
current fuel cost, produce a reduction 
in payments by industrial consumers 
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subject to the fuel clause of $1,811,- 
000. 

The majority opinion affirms the 
commission in directing modification 
of the fuel clause. However, through- 
out the majority opinion language is 
used which treats this order of the 
commission modifying the fuel clause 
as making a reduction in basic rates 
or revenues therefrom. Under the 
principles announced in Magee Carpet 
Co. v. Pennsylvania Pub. Utility Com- 
mission (1954) 174 Pa Super Ct 438, 
102 A2d 229 (allocatur refused ), it is 
clear that a fuel adjustment clause has 
a limited purpose, that is, to provide 
for the adjustment of charges for serv- 
ice to a consumer to directly reflect the 
changing fuel cost-to the utility. The 
modification of the fuel clause in this 


case had no effect on the basic rates 
or allowable revenues; and the result- 
ing change in receipts under present 
fuel costs cannot be considered a 
change in basic rates or a reduction 
in allowable revenues. In the Magee 
Case we said, at page 447 of 174 Pa 
Super Ct, at page 234 of 102 A2d: 
“A fuel adjustment clause should 
stabilize, not augment, the allowable 
return of the utility from its basic 
rates.” For these reasons it is obvi- 
ous that the majority ruling—that 
under the language of § 308 of the 
Public Utility Law, 66 PS § 1148, the 
commission may on an application for 
increase in rates direct a reduction in 
existing rates and revenues—is entire- 
ly beside the point and has no rele- 
vancy to the issue. 
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RE PUGET SOUND POWER & LIGHT CO. 


FEDERAL POWER COMMISSION 


Re Puget Sound Power & 
Light Company 


Project No. 2148 


Re Public Utility District No. 1 of Douglas County, 
Washington, Project No. 2149 


September 22, 1954 


gine by power company to intervene in proceeding involv- 

ing application by public utility district for preliminary permit, 

and application by company for preliminary permit; preliminary 

permit for company project denied and petition to intervene 
denied. See also 5 PUR3d, p. 155. 


Water, § 20.6 — Power project — Preliminary permit — Public utility district. 
The Federal Power Commission, under the provisions of §7(a) of the 
Federal Power Act, 16 USCA § 800(a), must give preference to applica- 
tions by states and municipalities where the plans for a development are 
deemed by the commission equally well adapted, or shall be made equally 
well adapted, to conserve and utilize in the public interest the water 
resources of a region; and a public utility district as a municipal corporation 
is entitled to be given preference in the issuance of a preliminary permit. 


By the Commission: On March 
17, 1954, Puget Sound Power & Light 
Company, of Seattle, Washington, 
filed a petition to intervene in the pro- 
ceeding involving application for pre- 
liminary permit under the Federal 
Power Act filed January 12, 1954, by 
Public Utility District No. 1 of 
Douglas County, Washington, for pro- 
posed Project No. 2149 at the Wells 
site on the Columbia river, in Chelan, 
Douglas, and Okanogan counties, 
Washington. 

The petitioner is applicant for pre- 
liminary permit for proposed Project 
No. 2148 at the Wells site. The ap- 
plication, filed December 23, 1953, 
covers a hydroelectric development 
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substantially similar to the develop- 
ment proposed in the application for 
Project No. 2149. 

The petition states that the petition- 
er is engaged in business in the west- 
ern portion of the state of Washington 
as an electric public utility and owns 
and operates several electric generat- 
ing plants and an extensive system of 
transmission and distribution lines by 
means of which it distributes and 
sells the output of said plants to the 
public in the western portion of the 
state. 

In recommending that the commis- 
sion deny the district’s application for 
permit and grant its own conflicting 
application, the petitioner alleges, 
5 PUR 3d 
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among other things, that: the district 
has no present financial ability to 
prosecute studies and surveys required 
under a permit or to construct the 
Wells project; if constructed in ac- 
cordance with the district’s applica- 
tion, proposed Project No. 2149 
would produce energy greatly in ex- 
cess of present or future needs of the 
district, yet construction of a smaller 
project would not conserve and utilize 
in the public interest the water re- 
sources of the region as required by 
the Federal Power Act; and applica- 
tion for preliminary permit for pro- 
posed Project No. 2148 was filed by 
the petitioner twenty days prior to 
the district’s conflicting application. 
The permit, if issued to the district, 
could not authorize construction of 
Project No. 2149. The permit would 
be for the sole purpose of maintaining 
priority of application for a license un- 
der the Federal Power Act. More- 


over, under the provisions of § 7(a) 
of the act, 16 USCA §800(a), the 
commission must give preference to 
applications by states and municipali- 
ties where the plans for a development 


are deemed by the commission equally 
well adapted, or shall be made equally 
well adapted, to conserve and utilize 
in the public interest the water re- 
sources of the region. 

The commission finds : 

(1) As a municipal corporation, 
Public Utility District No. 1 of Doug- 
las County, Washington, is entitled to 
be given preference under the Federal 
Power Act in the issuance of a prelim- 
inary permit. 

(2) In the circumstances, the pend- 
ing application for preliminary permit 
for proposed Project No. 2148 and the 
afore-mentioned petition to intervene 
should be denied. 

The commission orders: 

(A) Puget Sound Power & Light 
Company’s application for preliminary 
permit for proposed Project No. 2148 
is hereby denied. 

(B) Puget Sound Power & Light 
Company’s petition to intervene in the 
proceeding on the application for pre- 
liminary permit filed by Public Utility 
District No. 1 of Douglas County, 
Washington, for proposed Project No. 
2149 is hereby denied. 








RE PUBLIC UTILITY DISTRICT NO. 1 


FEDERAL POWER COMMISSION 


Re Public Utility District No. 1 of 
Douglas County, Washington 


Project No. 2149 
September 22, 1954 


PPLICATION by public utility district for preliminary 
A permit under Federal Power Act; granted. See also 
5 PUR3d, p. 153. 


Water, § 20.6 — Power project — Preliminary permit — Public utility district. 
A public utility district which is a municipal corporation organized under 
the laws of a state is entitled to preference under § 7(a) of the Federal 
Power Act, 16 USCA § 800(a), in the issuance of a preliminary permit; 
and such a permit should be granted, subject to applicable terms and condi- 
tions, notwithstanding objections relating to detrimental effects on the 


fishery resources of the region. 


By the Commission: Application 
was filed January 12, 1954, by Public 
Utility District No. 1 of Douglas 
County, Washington, of Bridgeport, 
Washington, for a preliminary permit 
under the Federal Power Act (here- 
inafter referred to as the act) for pro- 
posed Project No. 2149 to be located 
on the Columbia river, navigable 
waters of the United States, in Chelan, 
Douglas, and Okanogan counties, 
Washington, and affecting Indian 
Tribal lands and public lands of the 
United States. 

As described in the application, the 
proposed project, which would be lo- 
cated at the Wells site, would consist 
of a concrete dam near the town of 
Azwell composed of nonoverflow, 
spillway, intake, and powerhouse sec- 
tions; a reservoir extending about 29 
miles upstream to the tail water of 
Chief Joseph dam, now under con- 
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struction’ by the United States; a 
powerhouse having an initial installa- 
tion of 8 generators totaling 392,- 
000 kilowatts of capacity with provi- 
sion for an ultimate installation of 12 
generators totaling 588,000 kilowatts 
of capacity; and appurtenant facilities. 
The power generated would serve the 
loads of public agencies and municipal- 
ities including the load of the inter- 
connected system of the Northwest 
Power pool. 

The proposed project involves a 
plan essentially the same as one pro- 
posed by the United States Corps of 
Engineers for the Wells site and with 
the plans described in a conflicting ap- 
plication for preliminary permit filed 
on December 23, 1953, by Puget 
Sound Power & Light Company, 
docketed in the commission as Project 
No. 2148. In view of its application, 
the latter company filed a petition to 
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intervene in this proceeding on Proj- 
ect No. 2149. The commission is act- 
ing on Puget Sound Power & Light 
Company’s application for permit and 
petition to intervene in a_ separate 
order. 

The Wells project proposed by the 
Corps of Engineers, as contained in 
the Review Report on Columbia River 
and Tributaries (House Document 
531, 81st Congress, 2d Session), is a 
multiple-purpose development which 
forms a part of the co-ordinated plan 
for comprehensive development of the 
main stem of the Columbia river. The 
Wells site with a pool at elevation 767 
feet would develop the head between 
the proposed Rocky Reach pool and 
Chief Joseph dam tailwater, now un- 
der construction. © 

The Chief of Engineers, Depart- 
ment of the Army, has reported to the 
commission that the proposed project 
would be located at the Wells site 
where the Corps of Engineers con- 
sidered a project for some future time, 
as stated above, and suggests that the 
applicant for Project No. 2149 should 
obtain sufficient stream profiles and 
cross sections during the survey so 
that it would be able to determine the 
backwater effect of its proposed proj- 
ect on the Corps’ Chief Joseph Project. 

The Assistant Secretary of the In- 
terior, in commenting on the applica- 
tion for the proposed project, recom- 
mends that if a preliminary permit is 
granted, the permittee should obtain 
permission from the Coleville Indian 
Tribal Council prior to conducting 
surveys on tribal lands, and that ne- 
gotiations to determine the extent of 
damage be conducted under supervi- 
sion of the Bureau of Indian Affairs, 
and requested the inclusion in the per- 
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mit of a stipulation in the interest of 
fish and wildlife and recreation sub- 
stantially as hereinafter provided. 


The Fish Commission of Oregon, 
the Oregon State Game Commission, 
and the Department of Fisheries, 
State of Washington, have asked that 
the permit for Project No. 2149 not 
be granted on the grounds that the 
proposed project would have detri- 
mental effects on the fishery resources 
of the region; that other sites in the 
Columbia basin which would be less 
detrimental to fishery values should be 
developed prior to the Wells site; that 
construction of Project No. 2149 be 
delayed pending results of studies on 
fish passage at dams; and that financ- 
ing of these studies should be borne by 
the applicant. 

Under the provisions of § 7(a) of 
the Federal Power Act, 16 USCA 


§ 800(a), the commission is required 
to give preference to applications by 


states or municipalities for prelim- 
inary permits or licenses where no 
preliminary permit has been issued, 
provided the plans are deemed by the 
commission equally well adapted. or 
shall within a reasonable time to be 
fixed by the commission be made 
equally well adapted, to conserve and 
utilize in the public interest the water 
resources of the region involved. 

The commission finds : 

(1) Public Utility District No. 1 
of Douglas County, Washington, is a 
municipal corporation organized un- 
der the laws of the state of Washing- 
ton, and as such is entitled to be given 
preference under the Federal Power 
Act in the issuance of a preliminary 
permit. 

(2) Public notice of the application 
has been given as required by the act. 
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Except as mentioned above, no pro- 
tests or conflicting application is be- 
fore the commission. 

(3) No reason is apparent at this 
time for construction of the proposed 
project by the United States. 

The commission orders: 

(A) This preliminary permit is is- 
sued to Public Utility District No. 1 
of Douglas County, Washington 
(hereinafter referred to as the permit- 
tee), for a period of three years, effec- 
tive as of September 1, 1954, for the 
sole purpose of maintaining priority of 
application for license for proposed 
Project No. 2149 to be located upon 
navigable waters of the United States, 
and affecting Indian Tribal land and 
public lands of the United States, sub- 
ject to the terms and conditions of the 
act which is hereby incorporated by 
reference as a part of this permit, and 
subject to such rules and regulations 
as the commission has issued or pre- 


scribed under the provisions of the act. 

(B) This permit is also subject to 
the terms and conditions set forth in 
Form P-1, entitled “Terms and Con- 
ditions of Preliminary Permit,” which 


terms and conditions (described as 
Articles 1 through 8) are attached 
hereto and made a part hereof; and 
subject to the following special condi- 
tions set forth herein as additional 
articles : 

Article 9. The permittee shall sub- 
mit at the close of each 6-month 
period from the effective date of the 
preliminary permit to the commis- 
sion’s Regional Engineer, San Fran- 
cisco, California, or to such other 
officer as the commission may desig- 
nate accurate statements of the work 
accomplished during the period and 


of the work contemplated under the 
preliminary permit for the ensuing 
period. 

Article 10. The permittee shall co- 
operate with Washington Department 
of Fisheries, Washington Department 
of Game, Fish Commission of Oregon, 
Oregon State Game Commission, and 
the U.S. Fish and Wildlife Service, in 
formulating design criteria for fish- 
ways and other facilities which may 
be considered necessary for inclusion 
in the project in the interest of fish 
and wildlife preservation. 

Article 11. The permittee shall co- 
operate with the Washington State 
Parks and Recreation Commission 
and the National Park Service in 
planning such recreational benefits as 
the project may provide. 

Article 12. The permittee shall ob- 
tain permission from the Coleville 
Indian Tribal Council prior to con- 
ducting surveys or investigations on 
tribal lands, and shall furnish to the 
Tribe copies of all surveys and investi- 
gations involving tribal lands. Nego- 
tiations to determine extent of dam- 
ages shall be conducted under supervi- 
sion of the Bureau of Indian Affairs. 

(C) This order shall become final 
thirty days from the date of its issu- 
ance unless application for rehearing 
shall be filed as provided in § 313(a) 
of the act, 16 USCA § 825/(a), and 
failure to file such an application shall 
constitute acceptance of this prelimi- 
nary permit. In acknowledgment of 
the acceptance of this preliminary per- 
mit, it shall be signed for the permittee 
and returned to the commission with- 
in sixty days from the date of issuance 
of this order. 
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NORTH CAROLINA UTILITIES COMMISSION 


Re Matthews & Waxhaw 
Telephone Company 


Docket P-70, Sub 4 
June 14, 1954 


PPLICATION by telephone company for authority to issue 
A common stock, to borrow money secured by short-term 
notes, and to obtain a commitment for long-term financing to 
refund the short-term notes upon their maturity; granted 

subject to conditions. 


Security issues, §120 — Commitment for future financing — Imposition of 


conditions. 


A telephone company’s authority to secure a commitment with respect 
to long-term financing, by means of which short-term bank notes could 
be refunded upon their maturity in the future, was made contingent upon 
the nonavailability of more advantageous financing from other sources at 
the date on which the financing was to be consummated, since the availa- 
bility of money and the level of interest rates which might prevail at such 
future date could not be determined with any degree of certainty at the 


present time. 


By the Commission: In this case 
the Matthews & Waxhaw Telephone 
Company, Matthews, North Carolina, 
through its counsel, B. Irvin Boyle, 
comes before the commission and re- 
quests authority of the commission: 

1. To issue and sell 50,000 addi- 
tional shares of its common capital 
stock ; 

2. To borrow from The Chase Na- 
tional Bank of New York on short- 
term notes up to a maximum of $400,- 
000 ; 

3. To accept from Stromberg-Carl- 
son Credit Corporation a commitment 
for long-term financing up to a maxi- 
mum of $400,000 for the purpose of 
refunding the short-term notes upon 
their maturity. 
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Petitioner represents that it has 
heretofore filed with the commission 
applications seeking authority to issue 
and sell certain securities and that the 
commission has authorized the issu- 
ance and sale of said securities. It is 
further represented that, as a result of 
said applications on the part of the 
petitioner and authorizations on the 
part of the commission, petitioner has 
issued and sold all securities hereto- 
fore authorized except a portion of the 
6 per cent cumulative preferred stock, 
series 1953, and that the proceeds de- 
rived from same have been devoted to 
the extension and expansion of its 
telephone system. 

Petitioner further represents that 
the territory which it is authorized to 
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serve has experienced a substantial 
growth in population and that said 
growth is continuing, thereby making 
it necessary that its telephone facilities 
be further expanded and extended in 
order to meet the present and potential 
demands for service throughout its 
service area. It is further represented 
that in order to carry to completion its 
construction program, the issuance and 
sale of additional securities is required. 

Petitioner further represents that 
the sale of the 50,000 additional shares 
of its common capital stock can be 
effected directly by the petitioner, or 
through a broker or brokers, at not 
less than one dollar per share, the par 
value thereof, to persons who are res- 
idents of the state of North Carolina. 

Petitioner further represents that it 
has established a line of credit with 
The Chase National Bank of New 
York for short-term financing up to a 
maximum of $400,000. It is further 
represented that the notes to be issued 
as security therefor will carry an in- 
terest rate of 44 per cent per annum 
and all of said notes will mature on 
December 31, 1956, without regard to 
the respective dates on which said 
notes are issued. It is further repre- 
sented that the notes securing the 
short-term borrowings will be issued 
from time to time as the funds are 
needed and that the original note will 
be in the amount of $277,000, of which 
$200,000 will be devoted to the pur- 
pose of refunding a like face amount 
of notes now outstanding to The 
Chase National Bank which mature on 
June 30, 1954, and that the remaining 
$123,000 will be taken down during 
the next twelve to eighteen months as 
required by the construction expendi- 
tures. 
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Petitioner further represents that in 
order to procure the short-term financ- 
ing, it was necessary to secure a com- 
mitment with respect to long-term 
financing by means of which the short- 
term bank notes could be refunded 
upon their maturity at December 31, 
1956. It is further represented that 
petitioner has arranged to enter into 
a loan agreement with the Strom- 
berg-Carlson Credit Corporation 
whereby said corporation will lend to 
petitioner an amount up to $400,000 
for said purpose. It is further repre- 
sented that said loan agreement pro- 
vides that the promissory note or 
notes, if and when executed as security 
for said loan, will be substantially in 
the form of that identified as Exhibit 
B attached to and made a part of said 
loan agreement. 


From a review and study of the 
application and financial and other 
data supporting the application, the 


commission is of the opinion that the 
transactions herein proposed for the 
most part should be approved. During 
consideration of the matter, however, 
oral representations not contained in 
the application were made to the effect 
that petitioner would not be bound le- 
gally or otherwise to consummate the 
loan agreement to be entered into with 
Stromberg-Carlson Credit Corpora- 
tion, if, at the date said loan is to be 
consummated, market conditions 
would make it possible to procure 
more advantageous financing from 
other sources. Since the availability 
of money and the level of interest rates 
which may prevail in late 1956 cannot 
be determined with any degree of cer- 
tainty at this time, it appears appro- 
priate that the commission place a 
limitation upon its approval of the 
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proposed loan agreement with the 
Stromberg-Carlson Credit Corpora- 
tion, and same will be done in the 
ordering clause applicable thereto. 

Upon a full and complete considera- 
tion of all the facts, therefore, the com- 
mission is of the opinion, and so finds, 
that the transactions herein proposed 
under the terms and conditions hereto- 
fore set forth and as hereafter to fol- 
low are: 

(a) For a lawful object within the 
corporate purposes of the applicant ; 

(b) Compatible with the public in- 
terest ; 

(c) Reasonable, necessary, and ap- 
propriate for such purposes ; 

Therefore : 

It is ordered, that Matthews & 
Waxhaw Telephone Company be, and 
is hereby, authorized, empowered, and 
permitted, under conditions set forth 
above: 

1. To issue and sell, directly or 


through a broker or brokers, 50,000 
additional shares of its common capital 
stock at not less than one dollar per 
share, the par value thereof; 


2. To borrow from The Chase 
National Bank of New York up to a 
maximum amount of $400,000, at an 
interest rate of 44 per cent per annum, 
and to issue as security therefor its 
short-term notes with a maturity date 
of December 31, 1956; 

3. To accept from Stromberg-Carl- 
son Credit Corporation a commitment 
for long-term financing up to a maxi- 
mum amount of $400,000 for the pur- 
pose of refunding the short-term notes 
upon maturity; the exercise of said 
authorization with respect to long- 
term borrowings, however, shall be 
contingent on the nonavailability of 
more advantageous financing from 
other sources at the date on which said 
financing is to be consummated. 

It is further ordered, that the pro- 
ceeds to be derived from the transac- 
tions herein authorized shall be used 
for the purposes aforestated. 

It is further ordered, that the peti- 
tioner notify the commission, in writ- 
ing, concerning its long-term financing 
plans prior to the consummation 
thereof. 
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Greater Flexibility and Low Cost 
Protection with 
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Not just an interrupter—not just a 
disconnect—but a combination that 
breaks loads safely—and when ff 
equipped with power fuses you 
get full system protection. 





“SL” Interrupter 
Switch with selector and ground- 
When specifications call for ing switch (fully interlocked). 
opening of circuits under 
moderate load you will find 
Delta-Star type “SL” 
Interrupter Switches will meet 
the requirements perfectly. 
Used with power fuses, they 
provide an economical means 
of fault protection. 


Units are available in voltage ratings 
of 5, 7.5 and 15-KV with interrupting 
capacities of 400, 200 and 100 amperes respectively. 
Continuous capacity of switches may be as desired since 
the main switch is independent of the interrupter. 
Furnished with or without metal housings in single, two or 
three pole units for mounting on transformers, 

walls or structures. 

Load interruption is accomplished by momentarily 
shunting the full load current through a by-pass circuit. 
Here the arc is extinguished by rapidly elongating 

it within a confining chute. Danger of external arcing 

or contact burning is eliminated. 

There is an “SL” Interrupter Switch for every application. 


Ask for Publication 4612. 


@ “SL” interrupter Switch 
mounted directly on transformer. 


Interrupter in combination with 
power fuses for fault protection. 


WHEN YOU WANT THE BEST IN HIGH VOLTAGE SWITCHING EQUIPMENT SPECIFY DELTA-STAR 


DELTA-STAR ELECTRIC DIVISION 


H. K. PORTER COMPANY, INC. 
OF PITTSBURGH 
2437 FULTON STREET. CHICAGO 12, ILLINOIS “3 


% 
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DISTRICT OFFICES IN PRINCIPAL CITIES on fh COMG® 
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Versatile, Practical Communication Tool Gives 50 he 
eele 


Complete, 24 Hour Operational Control Over é | Det y 
Power Systems...Increases Service Continuity Ak ee ie a Ih buge 


S - 0 In 
.--Cuts Maintenance Costs! ae ALE = tie 
, ee year 
Central control through Motorola communica- Driver of cable truck takes call while on route, makes one Bicres 
tions systems makes possible maximum conti- ee pwer, 
nuity of service at minimum cost...a fact 
proven by leading power utility companies from 
coast to coast. Here are some of the situations 
where time-and-labor-saving Motorola 2-way 
Radio helps you to give better service: 


drain, and greater audio power are specified fea vi | 
tures of Motorola’s electronic excellence anf) ; 
value. See the Motorola communications engist«n 
neer in your area soon... he’ll be glad to gi 

you the complete 2-way radio story. oA 


© Reporting grounded lines, minimizing outage time V 


© Expediting requests for line repair equipment rralional ei 
© Fast, on-the-spot reporting of line work progress 

© Greater teum efficiency in repair and maintenance 

© Saves lost man-hours and wasted vehicle mileage . Motorola cr way Radit: ind 7 
© Test-energizing of new stations rp ficien 


@ All emergency situations ons if 


All-weather, 24-hour dependability makes — 


x . ye power 
Motorola a rugged companion to line crews on Motorola Communications & Electronics, ‘nc 7;,. 
tough duty. Complete 6/12 volt interchange- A SUBSIDIARY OF MOTOROLA, INC. oduc 


ability, all vibrator power supply, low battery 4501 W. Augusta, Chicago 51, Il. - Rogers Majestic Electronics, Ltd., Toronto, Cam 
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Industrial Progress 


82.000,000 Program Planned 
By Detroit Edison 


“TROIT Edison Company’s pro- 
m for next year envisions a 
struction budget of about $82,000,- 

om), according to Walker L. Cisler, 
f F f sient. 
pif @Mr. Cisler also announced that the 
@eenpany had ordered the world’s 
gest steam turbine generator, de- 
ibed as the most economical ever 
It. 
he generator, to be built by Allis 
almers Manufacturing Co., will 
e a capacity of 300,000 kilowatts, 
ough to supply the needs of an in- 
strial city of 500,000. It will pro- 
ce a kilowatt-hour of electricity for 
s than three-quarters of a pound of 
al, or 30 per cent below national 
X flerage. 
2§A new boiler that will supply 
00,000 pounds of steam an hour 
so has been ordered from Foster 
eeler Corporation. The new equip- 
Ment will be installed at the River 
I buge plant and will be in operation 
boreme in 1957, 
Mr. Cisler predicted that the next 
years would see a three to fourfold 
rease in the demand for electric 
r, and that the development of 
omic energy would be an important 
‘Ector in supplying the increased de- 
and arising from “all phases of our 
§ ENgKistence.” 


o AGE Plants Judged Nation's 
Most Efficient Steam 
Generating Stations 


WO plants on the American Gas 

| hd Ilectric System—Kanawha river 

If d Tanners creek—were the most 

ficient steam-electric generating sta- 

ons in the nation in 1953, according 

the annual report of the Federal 
ower Commission. 

The FPC’s report, which lists plant 

oduction costs and annual produc- 


. 
nl 


to, 


tion expenses, rates the plants accord- 
ing to their heat rates—British ther- 
mal units per kilowatt-hour of net 
generation. 

Kanawha River plant at Glasgow, 
W. Va., which is owned by Appala- 
chian Electric Power Company, an 
AGE subsidiary, topped the nation’s 
plants with a 9,170 Btu heat rate. 
Tanners Creek plant at Lawrence- 
burg, Ind., which is owned by another 
AGE subsidiary, Indiana & Michigan 
Electric Company, was rated second 
with a heat rate of 9,329 Btu. 

Another plant on the AGE System, 
Philip Sporn plant at Graham Sta- 
tion, W. Va., was rated seventh with 
a 9,594 Btu heat rate. It is owned 
jointly by Appalachian and Ohio 
Power Company. 

According to past annual reports 
of the PC, the American Gas and 
Electric System has had the nation’s 
most efficient plant every year since 
1950. Sporn plant had the lowest 
heat rate in 1950 and Tanners Creek 
plant was first in 1951 and 1952. 


Power Line Carrier Systems for 
Power Utility Communications 


A BROCHURE just issued by 


Motorola explains in detail how 
modern power line carrier equipment 
can be used in conjunction with power 
lines to meet the increasing communi- 
cations needs of expanding utilities. 
According to the announcement, em- 
ployment of advanced narrow-band 
FM techniques minimizes spurious 
and harmonic transmitter outputs, 
and, it states, this equipment achieves 
extremely close carrier channel spac- 
ing for most efficient use of the avail- 
able carrier spectrum. In addition, 
each audio channel is capable of simul- 
taneous use for teleprinting, tele- 
metering, load control, supervisory 
control, etc., as well as voice com- 
munications. 

The twelve-page technical bulletin 
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delves into the advantages and uses 
of the three types of power line car- 
rier equipment — manual simplex, 
automatic simplex, and duplex. Types 
of telephone termination services pro- 
vided for each type are tabulated for 
easy reference. Equipment compo- 
nents, transmitter, receiver, control: 
units, accessories, etc., are described 
and illustrated. Two pages are de- 
voted to guaranteed equipment speci- 
fications. 

A copy of Technical Bulletin E-111 
can be obtained by writing to Motor- 
ola Communications & Electronics, 
Inc., Technical Information Center, 
4501 West Augusta boulevard, Chi- 
cago 51, Illinois. 


Duke Power Doubling Capacity 
Of Dan River Plant 


THE Duke Power Company has un- 
der construction a 150,000-kilowatt 
generating unit at its Dan river plant, 
which will double that plant’s capacity. 
It plans to start work next spring on 
a new plant, which is designed for 
ultimate one-million-kw. capacity and 
for which initial expenditure is set at 
$24,000,000, including a 165,000-kw. 
unit. 


Fluor Adds New Research 
Facilities 

ON October 15 and 16, 1954, The 
Iluor Corporation, Ltd., held an 
“open house” at the new Research 
Division in Whittier, California. 
attended by customers, employees. 
civic and community leaders. The 
building is comprised of 17,000 square 
feet of air-conditioned office and 
laboratory space in addition to two 
acres devoted exclusively to pilot 
plant construction and operation. 

Fluor’s Research Division is staffed 
with technicians experienced in the 
fields of chemistry, petroleum, phys- 

(Continued on page 28) 
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ong with managerial 
skill and foresight, there is a 
sompanion factor inherent in the expansion 


o# America’s great power and light industry. 
‘hat factor is sound financing. 


he Public Utilities Division of 
uaranty Trust Company of New York has had close 
nd valuable experience through the years with 


many major developments in the industry. 


)fficers of the Public Utilities Division are ready 


ith the financial “know-how” you may need. 


uaranty Trust Company 
of New Yor k Capital Funds $395,000,000 


40 Broadway, New York 15 


ifth Ave. at 44th St. Madison Ave. at 60th St. 40 Rockefeller Plaza 
New York 36 New York 21 New York 20 
LONDON PARIS BRUSSELS 


32 Lombard St., E. C. 3 4 Place de la Concorde 27 Avenue des Arts 
Bush House, Aldwych, W.C. 2 


fember Federal Deposit Insurance Corporation 








INDUSTRIAL PROGRESS 
(Continued) 


ics, electricity, construction, mecha” 
cal engineering and electronics, cq 
ble of conducting laboratory and p 
plant experimental work for of 
divisions of Fluor or on a consult 
basis for Fluor customers. 


$131,000,000 Program Plann 
By Public Service Elec. & 


PUBLIC Service Electric anc ( 
Company, Newark, N. J., rece 
announced that its future constr 
tion program, as of September 3¢ 
amounted to $131,000,000. Plaris 
for spending most of that by the ¢ 
of 1955. 


Sylvania Issues New Bock 
On Office Lighting 


A NEW booklet on office ligiti 
Good Lighting Is Good Busines:, 
been released by Sylvania Ficet 
Products, Inc. Written by two 
vania lighting engineers with 
tensive experience in this field, Geog 
Clark and Robert R. Wylie, the bog 
let is a factual treatise covering 
economics and mechanics of go 
office lighting. 

Written in non-technical languas 
the book covers such topics as layd 
and planning, maintenance, rot 
finishes and color, quantity of lig 
fluorescent vs. incandescent, light d 
tribution, natural lighting, and vario 
lighting systems. Also included is 
section on recommendations for ligl 
ing areas other than general offic 

In announcing the new bookl 
Thomas G. Hearn, fixture sal 
manager for Sylvania, emphasizj 
that the new booklet is not a catall 
or advertising piece, but a compr 
hensive write-up on the general fi 
of office lighting. The point made | 
the booklet, Mr. Hearn stated, is t 
planned lighting pays dividends 


New Unit to Double Capacity 
Appalachian Electric Plant 


THE Sollitt Construction Compang. 
South Bend, Ind., has been naméy | 
general contractor for construction @4” * 
the new 225.000-kilowatt steam-eclefy* © 
tric $26,400,000 generating unit Hy - 
Appalachian Electric Power Comma * 
pany’s Glen Lyn (Va.) plant. : 

Upon completion, this unit-la 





| est to date in the American Gas af 


Electric Company System—will mo 
than double Glen Lyn’s generatif 
capability, raising it to 395,000 kw. 
Also announced was the awardi 
of contracts for the major equip ne 
for the unit. General Electric Cot 
pany will furnish the turbo-gene-at(gr 
(Continued on page 30) a 
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NEW YORK 


E YOU BREAK GROUND 


Construction of a new: plant starts when the steam shovel takes its first bite of earth. But 
the actual building process begins before you break ground. 


It begins when the need for new plant facilities is recognized and engineers are called into 
action. Then it develops on the drawing board—through plant layouts, working drawings, 
engineering specifications. It requires consideration of engineering and production tech- 
niques—analysis of all factors that must be taken into account before construction can start. 


Ebasco skilled engineers and constructors have experience in every phase of the building 
process—from preliminary planning right up to a plant’s successful operation. This expe- 
rience has enabled Ebasco to complete more than two billion dollars’ worth of new plant 
design and construction for many industries, in many parts of the world. 


The engineering and construction firm you select to design and build your plant may well 
hold the key to its future success. If you are considering such a project, send for our booklet, 
‘The Inside Story of Outside Help.” It describes our engineering and construction 
services as well as the wide range of consulting services Ebasco offers business and industry. 
Write: Ebasco Services Incorporated, Two Rector Street, New York 6, N. Y. 
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and Babcock & Wilcox Company will 
supply the boiler. 


G-E Appointments 


APPOINTMENT of William S. 
Ginn as general manager of the Gen- 
eral Electric Company’s transformer 
division at Pittsfield, Mass., has been 
announced by Henry V. [Ierben, ex- 
ecutive vice president of the com- 
pany’s apparatus group. Mr. Ginn 
was formerly general manager of the 
power transformer department of the 
transformer division. 

With the announcement of the new 
general manager, Mr. Erben also said 
that Francis I*. Fairman, Jr., had re- 
signed as vice president and general 
manager of the transformer division. 
Mr. F'airman has been in ill health for 
the past year. He will continue to 
serve the company as a consultant to 
the division’s general manager. 

As general manager of the trans- 
former division, Mr. Ginn will head 
a division composed of plants located 
in seven cities throughout the United 
States. The Transformer Division 
consists of five departments, the 
Power Transformer Department, 


Distribution Transformer Depart- 
ment and Laboratories Department, 
all with headquarters in Pittsfield, the 
Locke Department in Baltimore, Md., 
and Schenectady, N. Y., and the 
Capacitor Department in Hudson 
Falls, N. Y. 

The appointment of Joseph W. 
Seaman as general manager of the 
company’s power transformer de- 
partment has also been announced. 
Mr. Seaman, former general manager 
of the company’s Locke Department 
at Baltimore, Md., will fill the posi- 
tion vacated when Mr. Ginn was ap- 
pointed general manager of the divi- 
sion. 


New Catalog on 0-5kv 
Okolite-Okoprene Rubber- 
Insulated Cables 
THE Okonite Company announces 
publication of Bulletin OK-1085 
which contains the complete story on 
Okolite-Okoprene 0 to 5000 volt un- 
shielded, rubber-insulated, neoprene- 
sheathed cable. Current carrying ca- 
pacity tables, short circuit curves, 
voltage regulation formulas, and 
methods for determining conduit sizes, 








Willamette Valley. 


14 WALL STREET 





Portland General Electric 
Company 


We have prepared a detailed analysis of 
this long-established Oregon electric utility. 


The Company serves the important deep-sea 
port of Portland and the fertile lower 


Copies of our analysis are available 
upon request. 


BLYTH & Co.. INC. 


REctor 2-1900 


NEW YORK 5, N.Y. 


pulling tension and bending radii a 
included and should prove useful 
electrical engineers. A thorough di 
cussion on the advantages of cabl 
that do not require shielding for 41¢ 
volt operation is also included. 
The bulletin includes four ima 
sections: Construction Features, E 
gineering Information, 


and Terminating Procedures. Copi 
of OK-1085 may be obtained by vri 
ing The Okonite Company, Passaj 
New Jersey. 


Installatig- 
and Handling Techniques, Spl'cig 


Publication on "Clean Waterd 


Available from G-E 


A NEW publication entitled “Cleq7 


Waters—And How To Get It” h 


been announced as available from th—= 


General Electric Company, Schene 
tady 5, N. Y. 

The two-color, 34-page bullet 
designated GEA-6096, is designed 
help civic leaders, municipal official 
and sewage treatment experts dram 


tize to their communities the urgen&s4 


of providing proper sewage treatime 
and how to get it. 


Central Vermont Pub. Serv. 
Erect New Office Building 


office building, for occupancy in 19 
will be started early next year in R 
land by Central Vermont Pub 
Service Corporation, Rutland, Vt., 
a cost of about $700,000, Preside 
Albert A. Cree announced recently. 

The new structure will inclu 
about 42,000 square feet of flo 
space. It will be of two story a 
basement construction. The first flo 
will house executive offices, appl 
ance display room and customer ser 
ice facilities. Engineering and a 
counting offices will be on the seco 
floor. 


New Pamphlet on Intra-office 
Communications 


look for “concealed” problems in bus 
ness operation and management 4 
contained in a booklet prepared by 

makers of P-A-X, private inte 

telephone systems. Titled “Just ast 
doctor looks inside,” it analyzes 1 
problems of intra-office telephot 
communications. 

The booklet provides suggestia 
for the remedy of these business # 
nesses. Copies may be obtained fro 
Automatic Electric Sales Corporatio 
1033 West Van Buren street, Ui 





cago 7, Illinois. 
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appgBM’s new magnetic drum machine, the “650”, 
rT serMromises really big things to utilities in all their 
nd a counting. 

Seco ; 

Take, for example, customer accounting. 

a single operation the “650” performs all bill 
fficefomputation and revenue analysis. This includes 
automatic high-low check, estimated bills, 






e cunts receivable control information. The bill- 

ont agg cards produced in this operation may contain 

| by iggec’ arrears as well as current billing data. 

4 ee How is all this possible?’ 

zes Because of its tremendous storage capacity 

ephomf 20,000 digits, including as many as 2,000 
_ Jfogram steps; its automatic table look-up, self- 

estioffhecking features, ability to calculateand distribute ‘ 

ess Mata without disturbing the original sequence of 

d : e cards, plus many other. features: 

+ If you haven’t already talked: about’ the 

’ 9650” with one of our representatives, call him 

» day for details. 


venue summaries, bill frequency summaries, and 


r : | LY 





Here 1s much needed help 


with all your Accounting ti 
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INTERNATIONAL BUSINESS MACHINES 
590 Madison Avenue, New York 22, N. Y. 
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This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these Shares. 
The offer is made only by the Prospectus. 


NOT A NEW ISSUE 





310,285 Shares 


Philippine Long Distance Telephone Company 
Capital Stock 


Par value 10 Philippine pesos (P10) per share 





Price $5.60 per share 


Copies of the Prospectus may be obtained in any State from only such 
of the several underwriters, including the undersigned, and other 
dealers or brokers as may lawfully offer these securities in such State. 











Carl M. Loeb, Rhoades & Co. 





November 30, 1954 




















REPRINTS 


of Feature Articles in 


PUBLIC UTILITIES FORTNIGHTLY 


Reprints of feature articles in recent issues of PUBLIC UTILITIES FORTNIGHTLY 
are listed here as a special service. 


Public Relations Techniques Things Are Coming the Independent Way 
by Harold Brayman, July 8, 1954 by James H. Collins, August 19, 1954 


Modern Approach to Rate Case Preparation From 
A Regulatory Point of View 
by Commissioner Ray O. Martin, Septembe” 
30, 1954 


Utilities’ Future in Latin America (Parts 1 & 2) 
by Herbert Bratter, July 8 & 22, 1954 


Electric Companies Have Eyes On the Future 
by A. Brayan Marvin, July 22, 1954 A Fair Return For A Natural Gas Utility 
by Milford Springer, October 14, 1954 
Techniques for Obtaining Depreciation Replace- 
ment Costs Regulatory Obligations of the Gas Producers 


by C. F. Boake, August 5, 1954 by Jerome M. Alper, October 14, 1954 


Prices for the above, as well as for reprints of other articles, will be supplied promptly upon request. 
Write to: Reprint Department, Public Utilities Fortnightly, Munsey Building, Washington 4, D. C. 


























BLAW-KNOX Strain Tower, with Suspension Tower in background, on single-circuit 220 KV transmission line of Pennsylvania Water and Power Company 


cooperative planning between Blaw-Knox and utility resulted in savings 


Through planning on projects with utility transmission years ... plus modern fabricating facilities and large 
ngineers, our engineers keep up-to-date on new trends plant capacity are available to you and your consultants. 
n transmission systems ... which results in better towers, They’re your assurance of... 

custom-built for a specific system. ° engineered towers of sturdy construction— 
or instance, in comparing their new lines with some custom-built to your requirements 
ider lines, a utility wrote, “. . . refinements in design ¢ high quality fabrication—for easy erection in the field 
y ourselves and Blaw-Knox engineers resulted in con- 
derable saving without lowering the expected perform- 
‘nee of the line under lightning and severe ice and wind 
ey diti ie 

Baik ————— BLAW- KNOX COMPANY 


his same Blaw-Knox practical field experience and tech- 8LAW-KNOX EQUIPMENT DIVISION e« TOWER DEPARTMENT 
nical know-how ... acquired over a period of some forty PITTSBURGH 38, PENNSYLVANIA 


TRANSMISSION TOWERS 


Steel transmission towers custom-built for each installation ... and antenna towers—guyed and 
self-supporting types—for AM «© FM e¢ TV e¢ microwave ¢ communications ¢ radar 


Let us know your requirements. We’ll be glad to study 
them and offer you a quotation. 





And he thought carrien 








He always knew carrier 
could save him money. 


But wouldn't it be too 





complicated for his men 


to install and maintain? 

































e has just installed his first Lenkurt 


















carrier. Now he knows how easy it 


ike many other communications men, he 
been putting off buying carrier—simply 
Ahuse it was unfamiliar “electronic” equip- 
t. Then he heard about our ‘“Follow- 
”’ Engineering Service, and asked us for 
iled recommendations. Following these 
mmendations, he selected a short-haul 
e 33A System. 


ack-assembled and system-tested, his 
pment was ready for installation on de- 
y. His men simply followed complete, 
warily illustrated, easy-to-understand 
| waructions. After uncrating the carrier rack, 
jw bolted it to the floor—hooked up line, 
\, ere termination, power, and ground con- 


eS iticns—and cut it in. Installation was sim- 





ewould be complicated! 


(MATIC ELECTRIC —LEADERS IN CARRIER COMMUNICATION —LENKURT 


ple as that! And similarly simple instructions 
will make it easy for his men to keep Lenkurt 


carrier in regular service. 


Service as long as you want it! 
Each step of the way—at installation or at 
any time during the life of the equipment— - 
we stand ready to assure that your Lenkurt 
System will work right! You can expect—and 
you will get—years of completely satisfactory 
operation from Type 33A Carrier with no 


more than routine maintenance. 


Why not write now and learn the easy 
way—the Lenkurt way—to real savings 


through carrier? 





<> ELECTRIC | 
AUTOMATIC RY ELECTRIC 


® 
Makers of Telephone, Signaling and Communication Apparatus . . . Electrical Engineers, Designers and Consultants 


Distributor in U.S. and Possessions: 
Automatic Electric Sales Corporation . . . 1033 West Van Buren Street, Chicago 7, U.S.A. 
In Canada: Automatic Electric Sales (Canada) Limited, 185 Bartley Drive, Toronto 16, Ontario 
Export Distributors: International Automatic Electric Corporation, Chicago 











THIS IS 
DECEMBER! 


And this is the SPECIAL ADVANTAGE STICKER 


which d of compani 





on the front cover of Electrified Industry. —> 


Tue SPECIAL ADVANTAGES of electric 
service include: . . Convenience . . . Flexibil- 
. Economy .. . Reli- 
ability . . Cleanliness . . . Good Regulation 
. . . Ability to take Overloads . . . and the 
Cooperation and Advice on Electrical Prob- 


lems which most power companies offer. 


ity . . Instant Starts . . 


Customers are reminded of you and of the 
SPECIAL ADVANTAGES of being on your 
lines. In addition your stickers help them 
route your messages to additional readers. 


Some companies make up stickers which 
carry their own slogan ( a good idea). Others 
have Reddy Kilowatt remind the readers that 
electric power is their willing servant. 


ELECTRIFIED INDUSTRY ~~ Vodayé Bisineus 


Martin Publications —- 20 No. Wacker Dr., Chicago 6 





are using this month 








GOOD WILL— you create good will 
by your words and by lighting the way for 
others. We wish you every happiness this 
holiday season, and during the new year. 


OHIO EDISON COMPANY 





Pass to___ 

















Power salesmen make friends for your 
companies and add to your “net divisable.” 
Years ago they decided that they needed help 
to overcome the effects of the competitive 
power, diesel-and-steam, 
magazines that they saw on their customers 
desks. They helped create the picture maga- 
zine which tells the true story that electricity, 
properly used, is worth many times its cost. 


agin-the-utilities 


They use this magazine to make 21¢ calls} 
for them in between the $5 and $10 calls they 
make in person. 


By using Electrified Industry they are able 
to maintain better-than-ever customer contact 
and increase the net revenue of the utilities. 
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why men 
0 know carrier 


USe 
AUTOMATIC ELECTRIC’S 







Engineering 


TOMATIC ELECTRIC — LEADERS IN CARRIER COMMUNICATION —LENKURT 








If you’re like most communications men, 
you know the many uses and advantages 
of carrier circuits. But chances are you'll 
never have need to make as thorough a 
study of carrier equipment as our carrier 
engineering specialists. That’s why .. . 
when planning new carrier . . . so many 
communications men rely upon Automatic 
Electric’s Follow-Thru Engineering. Here’s 
what this cost-cutting service means to 
you.. 


Preliminary engineering is the first 
step. The day you start thinking about 
carrier is a good day to call on Automatic 
Electric! We’ll work with your engineers, 
right on the job, and give you a complete 
over-all carrier plan. You save because of 
the economies that result from long-range 
planning. 


We follow through with engineered 
recommendations. We’ll recommend . 
correct carrier equipment for each specific 
part of your over-all plan—and show you 
why it is recommended! If existing equip- 
ment must be changed, we’ll suggest your 
most economical moves. And when your 
carrier is to be installed, we’ll give your 
communication engineer any needed assist- 
ance. 


Carrier engineering for life! Automatic 
Electric engineering service is available 
throughout the life of your Lenkurt equip- 
ment. When carrier re-arrangement or ex- 
pansion is required, the same concrete help 
is on call to adapt your Lenkurt equipment 
to changing needs. 


Men who know carrier buy Lenkurt! 
From coast to coast, communications men 
have multiplied circuits at minimum cost 
by using Lenkurt Carrier. This standard- 
ized, flexible, top-quality equipment is 
available in a complete range of systems to 
meet any of your carrier requirements. A 
letter or call will bring complete facts or an 
Automatic Electric engineer to your desk. 


AUTOMATIC Sy. mo: Sp ane 
® 
Distributor in U.S. and Possessions: 
Automatic Electric Sales Corporation . . . 1033 West Van Buren Street, Chicago 7, U.S.A. 
in Canada: Automatic Electric Sales (Canada) Limited, 185 Bartley Drive, Toronto 16, Ontario 
Export Distributors: International Automatic Electric Corporation, Chicago 











FOR CLEANER 
COOKING 


Columbia Gas System 


delivers a modern miracle 
24 Hours-A-Day! - 


FOR CHEAPER 
DRYING 


FOR INSTANT 
HOT WATER 


© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Central Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
Company, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 
stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 
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| No other utility line truck has ALL the 
modern advantages of the WHITE 3000! 


ITS EVERY FEATURE is engineered for YOUR business... 
for maximum usefulness ... for substantial savings in 
YOUR transportation costs. The White 3000 is saving 
time, cutting costs in progressive companies everywhere. 
Why not call your White Representative for facts...today? 


© MANEUVERABILITY— Driving ease and time savings because of 
ability to move “on location” fast! 


POWER —The White Mustang packs a lot of power... more power 
per pound of engine weight than any other truck engine in the 
industry! Greater power and work capacity! 


SIZE— Most modern of ail utility line trucks because of functional 
design and modern appearance. Saves overall length yet permits 
bigger body, more cab space in fewer inches. 


MAINTENANCE SAVINGS—Exclusive power-lift cab saves inspec- 
tion and servicing time, improves work quality. 


RUGGED QUALITY —In every feature, White Quality stands out 
... lasts longer... provides new dependability. 


THE WHITE MOTOR COMPANY 
Cleveland 1, Ohio 


FOR MORE THAN 50 YEARS 
THE GREATEST NAME IN TRUCKS 


SOUTHERN CALIFORNIA EDISON CO. is now operating a 
fleet of 6 line trucks like this one... 17 more slated to go into 
service soon! Here is modern efficiency in overhead line work 
... real time savings because of short turning radius, wide-tread 
front axle and short wheelbase ... amazing power with the new, 
more powerful White Mustang engine. 

THESE line trucks have 12714-inch wheelbase, White 250A 
Mustang Engine, 10.00 x 20 tires, 12-ply, with 6231B auxiliary 
transmission and top-mounted power take off. 

Southern California Edison serves 3.4 million people in an area 
of 14,250 square miles. There are 7,600 employees. 














You may find 


a fresh approach ... 


Tackling utility company problems daily .. . 
maintaining close and continued contact with 
the financial world gives us an understanding 


of the complex field of utility financing and 








investor relations which may be of help to you. 


A fresh approach to the problem you are 
now studying may be suggested by a talk with 
us. Call Public Utilities Department at DIgby 
4-3500 or write us at One Wall Street. 


IRVING TRUST COMPANY 


ONE WALL STREET  - NEW YORK 15, N. Y. 


Capital Funds over $123,000,000 Total Resources over $1,400,000,000 


WituraM N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


Public Utilities Department—Joun F. Cuitps, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 

























Gain 
maximum head 7 
at Intakes 



















by cleaning your racks with a 


Newport News 
Mechanical Rake 


Keeping racks clean is essential wherever a few inches of 
head loss can reduce output of the wheels. 


One company calculated the capitalized value of each inch 
of head gained at its plant as $6,000. Measured in terms of 
the value of additional power output, a Newport News 
rack rake installed at this plant is paying for itself 
over and over again the year ’round. 


Power-operated to clean trash racks at water intakes of 
hydroelectric plants, steam plants, pumping stations, canals 
and similar installations, the Newport News Mechanical 
Rack Rake reduces a major hand-labor task to one of 
minor periodic activity. 


Write for your copy of 
“RACK RAKE,” an il- 
lustrated booklet de- 
scribing the opera- 
tion and advantages 
of the Newport News 
Mechanical Rack 
Rake. Use the con- 
venient coupon 
now. 











Under ordinary conditions, one man per shift can, 
with a Newport News Mechanical Rack Rake, 
keep the racks clean for a dozen bays. 





e 
J 
$s Newport News Shipbuilding and Dry Dock Company 
Dept. PUF-12-9, Newport News, Virginia 


LE2WPORT NEWS veers 2:2 cry ot Recx Rane” 


Name Title 


Shipbuilding and Company 


Dry Dock Company Address 
Newport News, Virginia City Sy State 
































New Tubeless Tires 


Now standard equipment on all ONE HUNDRED 
Series models! Provide great new safety and freedom 
from tire troubles. Lessen the danger of blowouts and 
punctures. Operate with less noise. 





















International 
leads again! 


New Automatic Transmission 


The last word in automatic drives! Provides extra pull- 
ing power for smooth, fast starts under load — offers 
direct gear drive in high for economy equal to conven- 
tional transmission. Saves driver energy. Reduces 
engine, drive-line and tire wear. Cuts maintenance ex- 
With 4 Great New All-Truck pense. Available for all light-duty models, at extra cost. 
Features for America’s Only New Overdrive Transmission 


All-Truck Light-Duty Models INTERNATIONAL-tested, INTERNATIONAL-proved to 
provide outstanding light-duty truck economy. Reduces 
engine speed—increases engine life—saves on gasoline, 
oil and maintenance expense. Well worth the low extra 
cost in all ONE HUNDRED and R-1 10 Series models. 


INTERNATIONAL—world famous for truck 
value and all-truck engineering —now 
brings four big quality advancements to 
the light-duty field! Now—with new en- 
gines, new handling ease and perform- 
ance —INTERNATIONAL sets a new high 
in light-duty truck value! See these new- 
est features at your INTERNATIONAL 
Dealer or Branch—see how much more 
an all-truck INTERNATIONAL provides! 


New Power Steering 


Truck-designed, truck-built to combine finger-tip-easy 
parking and maneuvering with true, solid “feel of 
the wheel.” Safety-engineered to provide conventional 
steering in event of power failure. A low-cost optional 
extra, available on all light-duty models. 









INTERNATIONAL HARVESTER COMPANY « CHICAGO 














Sa 


Service-Utility bodies. 77, 89 and 96-inch body lengths for 115, 127 and 134-inch wheelbase chassis respectively. GVW ratings, 4,200 to 8,600 Ibs. 





International Harvester Builds MCCORMICK® Farm Equipment and FARMALL® Tractors...Motor Trucks...Industrial Power...Refrigerators and Fred 










See the season’s new TV hit, “The Halls of Ivy,” with the Ronald Colmans, Tuesdays, CBS-TV, 8:30 p.m, 


INTERNATIONAL TRUCKS 


“Standard of the Highway 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





THe American AppraisaL Company 


ORIGINAL COST STUDIES e VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 


Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services‘and Reports 


28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 


















fv %* Standby 
A ® % Augmentation 
% 100% Town Supply 


‘Design ¢ Engineering ¢ Construction 


DRAKE & TOWNSEN 1B) 11 WEST 42ND STREET NEW YORK 36, N. Y. 


URGE Ee) © oO 


PROPANE PLANTS 










ATE © 





THE FLUOR CORPORATION, LTD. 


Engineers * Constructors * Manufacturers 
LOS ANGELES 22, CALIFORNIA 
Builders of steam generating and hydro-electric power plants 
New YorkeChicago*Houston*San Francisco*Tulsa * Philadelphia» Toronto*Calgary*Lima 
Associated with SINGMASTER & BREYER, INC., New York City, N.Y. 
H. G. ACRES COMPANY, LTD., Niagara Falls, Ontario 


















(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 


$< ford, Bacon & Davis 
asses Engineers erro" 


REPORTS 





NEW YORK @ CHICAGO @ LOS ANGELES 








GIBBS & HILL Ino. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK—LOS ANGELES 
INDIANAPOLIS—SAN ANTONIO 











GILBERT ASSOCIATES, INC. 


GA ENGINEERS © CONSULTANTS © CONSTRUCTORS 
607 WASHINGTON ST. 
READING, PA. 


FOUNDED 1906 
* WASHINGTON ¢ PHILADELPHIA * NEW YORK 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 

Traffic Surveys—Fare Analyses 
New York 5, N. Y. 


55 Liberty Street 


JAY SAMUEL HARTT 


CONSULTING ENGI NEER 
e Telephone HArrison 7-8893 














327 Seuth LaSalle Street e CHICAGO 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 








CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 





134 So. LaSalle Street Chicago 3, Illinois 








GUSTAV HIRSCH ORGANIZATION, INC. 


1347 West Sth Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 











Mention the FortNIGHTLY—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 








JENSEN, BOWEN & FARRELL 
ENGINEERS 

ANN ARBOR, MICHIGAN 

APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 

COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 

DETERMINATION 














The kK uljian loypovralion 


tb 
ENGINEERS ° CONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION e MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
ini Utility Management Consultants Specializing in REGULATORY 
WATER COST ANALYSIS “PROBLEMS 
for past 35 years 
Send for brochure: ‘'The Value of Cost Analysis to Management"’ 











N. A. LOUGEE & COMPANY 


Engineers and Consultants 
REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 

120 Broadway New York 








CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET ese BOSTON 10, MASS. 











RATES TAXES 


SAFETY MIDDLE WEST FINANCE 
PENSIONS INSURANCE 
BUDGETING SERVICE ADVERTISING 
PERSONNEL co ACCOUNTING 


ENGINEERING SALES PROMOTION 


STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 
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PROFESSIONAL DIRECTORY (continued) 
Pioneer Service & Engineering Co. 


® DLONEERS «) 
He SPECIALISTS IN 
AGCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 





CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 








231 SOUTH LA SALLE STREET 











: Complete Services for Gas 
and Electric Utilities * Designing 


"Parner | (S-F.PYItChArd aco.“ tnsinering = Contraction 


a « Alterations « Expansions 
for Progress a ee ¢ Modernization ¢ Surveys « Plans 
¢ Piping ¢ Equipment « Steam 
or Diesel Power Plants 


Dept. 415, 210 W. 10th St., Kansas City 5, Mo. 


THE RUST ENGINEERING CO. 


PITTSBURGH 19, PA.* BIRMINGHAM 3, ALA. 
Offices in Principle U.S. and Canadian Cities 
Power Plant Design and Construction 
Boiler Settings © Chimneys © Equipment Erection 
Also sliding form work, refractory brick-work and insulation, soil compaction, other specialties. 














SANDERSON & PORTER 
ENGINEERS & 


AND 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 
Publishers of the 35-year-old 
DESIGN — SUPERVISION HANDY-WHITMAN INDEX 
for Public Utility 


REPORTS — VALUATIONS Construction Cost Trends 
Including Hydro-Electric Properties 


BALTIMORE 2, MARYLAND 





1304 ST. PAUL STREET 








Mention the FortniGHTLY—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (concluded) 








Abrams Aerial Survey Corporation 


PHOTOGRAMMETRIC ENGINEERS FOR MORE THAN A 
THIRD OF A CENTURY 
Aerial Photograbhby — Atlas Sheets — Mosaics — 
Plan and Topograbhic Mabs — Profiles — Infra-red 
Photography — Photo-interpretation Instruments 


614 E. Shiawassee St. Lansing, Michigan 











LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE St., CHICAGO 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 














ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anD SERVICE CO. 
327 So. LaSalle St., Chicago 4, Ul. 





LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 











MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 

















GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Invesigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 








A. S. SCHULMAN ELEctTRrIc Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COM MERCIAL 
INSTALLATIONS 


CHICAGO Los ANGELES 











FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciations 
Invesigations and Reports 


122 SOUTH MICHIGAN AVENUE, CHICAGO 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














JACKSON & MORELAND 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORK 











Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 





Mention the FortnicHTLY—It identifies your inquiry 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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Abrams Aerial Survey Corporation . 
*Allen & Company 

Allis-Chalmers Manufacturing Company 
American Appraisal Company, The 
American Telephone & Telegraph meesaited 
*Analysts Journal, The 

Automatic Electric Company .... 


Babcock & Wilcox Company, The 
Barber-Greene Company .. 

*Beaumont Birch Company ... 
Black & Veatch, Consulting Engineers 
Blaw-Knox Company ee 
Blyth & Company, Inc. 

Boddy, Benjamin and Woodhouse, Inc. 


Cc 


Carter, Earl L., Consulting Engineer 
Cleveland Trencher Co., The : 
Columbia Gas System, Inc. .. 
Commonwealth Associates, Inc. 
Commonwealth Services, Inc. 
Consolidated Gas and Service Co. 


D 
Day & Zimmermann, Inc., Engineers 
Delta-Star Electric Division, H. K. Porter Co., Inc 
Dodge Division of Chrysler oe: 
Drake & Townsend, Inc. ...... 


Ebasco Services, Incorporated . 
Electro-Motive Division, General Motors 
*Elliott Addressing Machine Company, The 


*First Boston Corporation, The 

Fluor Corporation, Ltd., The 

Ford, Bacon & Davis, Inc., Engineers 

*Friez Instrument Div. of Bendix Aviation Corp. ........ 


Gannett Fleming Corddry and Carpenter, Inc. ........ 47 
General Electric Company Outside Back Cover 
Gibbs & Hill, Inc., Consulting Engineers 44 
Gilbert Associates, Inc., Engineers 

Gilman, W. C., & Company, Engineers 

*Glore, Forgan & Co. 

Guaranty Trust Company of New York 


Haberly, Francis S., Consulting Engineer 

*Halsey, Stuart & Company, Inc. .................... 
*Harriman Ripley & Co. 

Hartt, Jay Samuel, Consulting Engineer .............. 
Hill, Cyrus G., Engineers 

*Hill, Hubbell and Company 

Hirsch, Gustav, Organization, Inc. 

Hoosier Engineering Company 


International Business Machines Corporation .. 
International Harvester Company, Inc. 
Irving Trust Company 


*Fortnightly advertisers not in this issue. 
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Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers 


Kellogg, M. W., Company, The 
*Kidder, Peabody & Co. 
*Koenig Iron Works 

*Kuhn, Loeb & Co. 


*Langley, W. C., & Co. .......... 
Leffler, William S., Engineers Associated 
*Lehman Brothers 

Loeb (Carl M.), Rhoades & Co. .. 
Lougee, N. A., & Company, Engineers . 
Lucas & Luick, Engineers 

Lutz & May, Consulting Engineers 
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Main, Chas. T., Inc., Engineers 

Martin Publications 

*Merrill Lynch, Pierce, Fenner & Beane 
Middle West Service Co. 

Miner and Miner 

Moloney Electric Company 

*Morgan Stanley & Company ... 

Motorola Communications & Electronics, Inc. 


N 
Newport News Shipbuilding & Dry Dock Company 


Pioneer Service & Engineering Company 


Pritchard, J. F., & Co 


Recording & Statistical Corporation ................. 
Remington Rand Inc. 

Robertson, H. H., Company 

Rust Engineering Company, The ....... 


Sanderson & Porter, Engineers 

Sargent & Lundy, Engineers 

Schulman, A. S., Electric Co., Engineers 

Sloan, Cook & Lowe, Consulting Engineers 
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Southern Coal Company, Inc. ............ Inside Back Cover 
*Sprague Meter Company, The 


*Union Securities Corporation 
United States Steel Corporation 
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*Western Precipitation Corporation 

White, J. G., Engineering Corporation, The 
White Motor Company, The 

Whitman, Requardt and Associates 








DUTHERN’S 
FPENDABILITY 


combines every essential you 
demand from coal and your supplier 


COAL S F capacity to produce steam at low cost is no longer 


Industry's sole gauge of its value. 

As power needs increase, you look more keenly into the resources and 
responsibility of your supplier. . . . You may obtain right coal 
application, uniform quality, efficient utilization, availability, 


PLANT ENGINEERS 
PURCHASING AGENTS— 


Send for this free book. Written by 
Joseph Harrington of Southern's en- 
gineering staff — noted authority on 
Coal; its chemistry, preparation, and 








price; but — 

their permanence is not secure unless they're backed by firmly 
established, wide spread operations, adequate production capacity, 
plentiful, un-restricted reserves and a proved record of financial 
stability and business integrity. 

ALL these values are dollars and cents reasons why leading industries 
and utilities choose SOUTHERN as their permanent source of 
dependable coal. 














YOU CAN RELY ON SOUTHERN’S ENGINEERED INDUSTRIAL COALS 


fo UY ff 
Cyoithewn lb CUI Y Ee. 


RECTANGULAR CASE provides large area for 
dissipation of heat—longer dielectric life. 


MACHINE-CONTROLLED RESISTANCE WELD 
automatically assures consistently good 
welds. 


CAN BE MOUNTED IN ANY POSITION 
because it is completely filled and hermeti- 
cally sealed, to prevent air bubbles from 
causing dielectric failure. 


BOLTED TERMINALS of 2-part porcelain con- 
struction are securely clamped to the case 
assuring a tight seal. 


SEPARATE GROUNDING STUD and insulat- 
ing caps are supplied with 3 and 5 kvar 
units. Proper fuse and leads are optional at 
a small additional price. 


RELIABILITY is ouTSTANDING FEATURE 
OF G-E RESIDENTIAL SECONDARY CAPACITOR 


gular design permits expansion, thus lessening the 


The economics of residential secondary capacitors 
call for a unit that can be installed, fused and for- 
gotten. For this reason, extra features have been 
engineered into the G-E capacitor to give it greater 
electrical and mechanical dependability. 

FOR EXAMPLE: 
thick low-loss kraft paper of the highest quality is 


To assure a long operating life, 


used to keep operating stress low. This results in a 
larger case area which holds temperature rise to a 
minimum. 

FOR EXAMPLE: 
used to provide a large area for dissipation of heat. 


A rectangular drawn-steel case is 


Also, if excessive temperatures develop, the rectan- 


chance of case rupture and leakage. 
FOR EXAMPLE: 
to the flat mounting plate with an automatic 
machine-controlled resistance weld to provide a 


The drawn-steel case is attached 


consistently strong hermetic seal. 

These are but a few of the many ways in which 
extra reliability has been engineered into the G-E 
3- and 5-kvar residential secondary capacitor. You 
can obtain more G-E 
Apparatus Sales Representative, or by writing for 
Bulletin GEA-6186 to General Electric Company, 
Schenectady 5, N. Y. 441-24 


information from your 


Progress /s Our Most /mportant Prodvet 


GENERAL @@ ELECTRIC 








